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The day they threw orchids away! 


So great was the need for rubber in 1876 that 
when 70,000 wild rubber tree seeds arrived from 
Brazil, the Royal hothouses of London were quickly 
emptied —orchids and all —to make room for raising 
the young plants that led to the first rubber 
plantation. 

Now, the chemical laboratory is the “hothouse” 
for a new kind of rubber. In performance and 
chemical structure, new Shell Isoprene Rubber is 
so nearly identical to natural rubber that manu- 


facturers can assign it to jobs once restricted to 
tree-born rubber. Shell Chemical’s new product is 
even used in heavy-duty truck tires—most punish- 
ing assignment of all —where no previous man-made 
rubber made the grade! 

Adding polyisoprene to 
the nation’s rubber supply 
is another important way 
Shell Chemical stretches 
our vital resources. 


Shell Chemical Company 


Chemical Partner of Industry and Agriculture 


TORRANCE, CALIFORNIA 





Telephone service has never been 
so fast, convenient and 
dependable as it is today 


...and it’s going to be better! 


5 words—growth and change —describe 
major trends in the Bell telephone business. 
There is more of every kind of service for 
more people. And more and more new things 
are coming along all the time. 

Direct Distance Dialing is bringing a new 
era of speed and convenience in Long Dis- 
tance calling. 


Nearly 24,000,000 customers can now dial 
Long Distance calls direct to 39,000,000 tele- 
phone numbers in the United States and 
Canada. 

New underseas cables make it easy to talk 
across oceans as clearly as a call across town. 

An entirely new era in communications 
for business is being opened up by the Bell 
System’s Data-Phone service. It enables elec- 
tronic business machines to “talk” to each 
other over regular telephone lines. Some day 
there may be more of those calls than calls 
between people. 


Those are some of the new services. Just 
a few of the other newer things are shown on 
the right. 


There’s much more to come .. . from re- 
search and development, from the invest- 
ment of millions of dollars of new capital, 
and from the Bell System’s never-ending 
desire to give you the best and the most 
telephone service in the world. 


CALL DIRECTOR TELEPHONE 


With the touch of a button you can 
connect other office telephones, set up 
interoffice conference calls, add other 
office extensions to incoming calls. 
Two models. 18 and 30 push buttons. 
Many thousands already in service. 


THE PRINCESS 


It’s little! It’s lovely! It lights! A new 
compact extension telephone for any 
room in the house. A tremendous suc- 
cess all over the country. Available in 
white, beige, pink, blue and turquoise. 


BELLBOY SERVICE 


One of the newest Bell System serv- 
ices. A person away from the telephone 
hears a tone signal (sent from the tele- 
phone exchange) on a pocket radio 
receiver. Alerts him to call his home 
or office to get a message. Now avail- 
able in 14 major cities. 


HOME INTERPHONE 


Lets you call any other room in the 
house that has a phone. Or switch out- 
side calls to another phone. Also lets 
you answer the door from any phone. 
Microphone in telephone and speaker 
on wall beside each telephone enable 
person in other room to talk back 
without lifting receiver. Will be avail- 
able nationally next year. 


BELL TELEPHONE SYSTEM 





GOOD,*YEAR 


SOODVEAR DIVERSIFICATION AT WORK 


Non-Skid Feet for Modern Elephants 


Push back the jungle and build a landing strip. Open 
new frontiers and build an industrial plant, houses, 
a town. 


Goodyear tires will keep the equipment rolling. In 
baking daytime heat and sharp cold at night, over 
rocks and through mud, today’s diesel-powered ele- 
phants are ruggedly shod for punishment. Goodyear 
research has found the materials. 

Tomorrow's world is building now. That is why 


Lots of good things come from 


Goodyear has operations in 29 countries outside the 
United States. From these facilities come products 
for the peaceful development of young nations, for 
continued recovery and growth of others throughout 
the world. 

Before a grade is leveled, before a yard of fill is 
moved, Goodyear imagination, planning and develop- 
ment have been at work — building the foundations 
of tomorrow. 


DFYEAR 
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In 1900, the nation’s infant automo- 
bile industry held its first Auto- 
mobile Show under the then glam- 
ourous roof of New York’s old 
Madison Square Garden. Still lit- 
erally “horseless carriages,’ the 
pioneer buggy-topped, tiller-steered 
vehicles on display were a won- 
drous farrago of eccentric notions 
and warring loy- 
alties to electric, 
steam and gas pro- 
pulsion. Not long 
afterward, Detroit 
established itself 
as the automobile 
capital of the 
world, and most 
of 1900’s wonders 
had disappeared 
into the blind al- 
leys of history. 
Yet though De- 
troit and the gas 
engine won the 
victory, New York 
remained the auto- 
makers’ showcase. 

Beautiful Buggies. Last month, 60 
years later, the auto show finally 
came home. In Detroit’s new Cobo 
Hall, whose main floor alone covers 
6% acres, the Automobile Manufac- 
turers Association staged its great- 
est gala show yet. 

Filling the huge stage, itself long- 
er and wider than a football field, 
was an entertainment extravagan- 
za: a star-studded musical revue 
called “Wheels of Freedom.” But 
the program, which pointed out that 
“the cars are the stars,” properly 
identified the main attraction: the 
more than 300 models of 1961 autos 
and trucks. As AMA President Les- 
ter L. (“Tex”) Colbert of Chrysler 
Corp. remarked, the show was “a 
spectacular visual story of automo- 
tive transportation in America.” 

Indeed, Detroit's first National 
Auto Show (the industry’s 43rd) 
was well worth waiting for. In the 
exhibition hall, beautifully equipped 
at a total cost of $54 million, an ex- 
cited Preview Night crowd of more 
than 100,000 turned out to gawk at 
cars displayed on a moving con- 
veyor belt. Next door, on a 2%- 
acre annex they took in the sights 
of Auto Wonderland, a show within 
a show displaying the manufactur- 
ing cycle of modern automobiles, 
including a miniature animated 


York and at additional maifing offices. Subscription $7.50 @ year in U.S.A. Copyright 1960, Forbes 


Auto show celebrities 


model of a final assembly line 

The guests themselves comprised 
a virtual who’s who of American in- 
dustry and government. On hand as 
the honored speaker at the auto- 
motive industry’s traditional Na- 
tional Automobile Show Dinner, 
was President Eisenhower, visibly 
impressed by the auto industry's 
energy. Other no- 
table guests, sight- 
ed at random: 
Richard Reynolds 
of Reynolds Met- 
als, Tiremaker 
Harvey Firestone 
Jr., Libby-Owens 
Ford’s John Big- 
gers, Goodyear’s 
Eddie Thomas, Al- 
coa’s Lawrence 
Richfield, N.Y 
Central President 
Alfred Perlman 

Fighting Trim. 
On hand too was 
Forbes’ President 
Bruce C. Forbes, 
a close observer of the industry, to 
take a first-hand reading of the au- 
tomakers’ sentiments and prospects. 
Reported he: “It was more than a 
show. It was a demonstration of 
the auto industry’s vigor and faith 
in the American future.” 

Forses’ Forbes found the auto 
industry in a lively but thoughtful 
mood, pondering more change and 
more variables than ever before. On 
the heels of the five new compact 
cars introduced last year, seven 
more made their bows with the 
1961 model year. “Not since the in- 
dustry’s infancy,” he noted, “have 
so many new nameplates appeared 
in such short order.” 

But underlying these changes, 
Forbes found the industry in fight- 
ing trim. Automen generally were 
convinced that industry sales would 
be strong next year. Most frequent- 
ly heard estima « of 1961 produc- 
tion: 7 million-,;!us units, includ- 
ing about 1 million trucks. 

But it was the sense of purpose 
which impressed Forses’ Forbes 
most. “There was a vivid sense of 
creation, of energy, of inventiveness 
that you only get looking at an en- 
tire industry on display under one 
roof. It was a mighty indication of 
the true strength and great re- 
sources of America.” 
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Allis-Chalmers tractor power 


Enough wood in one bite 
for 9,000 newspapers 


In one swift lift, Allis-Chalmers tractor loaders pick up 4% tons 
of pulpwood...enough to make 9,000 full-size, 40-page daily 
newspapers, or a stack of ordinary typewriter paper 18 stories 
high. Both wheel and track-type loaders are powered by heavy- 
duty Allis-Chalmers diesel engines... healthy, high-performance 
engines that bring loggers fuel savings as high as 20 percent 
in woodland operations. Allis-Chalmers, Milwaukee 1, Wisconsin. 


ALLIS-CHALMERS & 
POWER ror a GROWING WORLD 


A =©READERS SAY 


Transportation Policy 


Str: Your editorial “Needed: A Ra- 


| tional Transportation Policy,” (Fores, 
| Oct. 1) is one of the most cogent com- 


ments I have read on the importance of 
giving every type of carrier equal and 


| balanced treatment, for the benefit of 
| the public as a whole. 


Constructive action in this area seems 
to me to be as essential as action on such 
important items as schools or housing, 
for if transportation deteriorates, our 
economic prosperity, in which transpor- 
tation plays such a large part, also will 


| suffer. —ALFREeD E. PERLMAN 


President, 
New York Central System 


| New York, NY. 


Sm: You have analyzed very clearly 
the critical situation which confronts the 
railroads, and it is my hope that your 
comments will be widely read by those 
who are in a position to take steps to 
correct these inequitable conditions. . 

—Joun W. SmitH 

President, 

Seaboard Air Line Railroad Co 
Richmond, Va. 


Sir: Your editorial indicates a lack of 
understanding of the over-all transpor- 


| tation picture... . 


Actually, you, and others writing in 
this vein, are doing the railroads a dis- 
service by this line. Your continual 
sounding of doom has depressed railroad 
stock and bond values in a manner un- 
justified by railroad earnings or a fait 
estimate of their future. 

—Dan DUGAN 
Dan Dugan Oil Transport Co. 
Sioux Falls, S. D. 


Sir: We must take vigorous exception 
to the mythical claim that government 
“subsidies” to highways and “govern- 
ment-provided rights-of-way” are re- 
sponsible for the ills of the railroad 
industry. 

As far as the trucking industry and 
highway users generally are concerned, 


| there has been precious little “subsidy” 


handed them by the government—fed- 


| eral or state. Actually highway users 


have more than paid for the “govern- 
ment-provided” highways they enjoy 


| (through Federal highway user tax pay- 


! 


ments) . 

In sum, we don’t deny that the Fed- 
eral Government subsidizes certain eco- 
nomic groups, nor do we desire to de- 
bate the merits of such subsidies. Our 
point is simply that highway users gen- 
erally, and the trucking industry spe- 
cifically, are not riding on free, govern- 
ment-provided rights of way. 

—Atsert T. DeRoose 

Executive Director, 

Affiliated Trucking Assns. of N. Y 
Albany, N. Y. 


Dow Theory 


Sir: The article “The Dow Theory at 
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Allis-Chalmers 
electric power 


Cost-cutting 


modernization 
for pulp mills 


Super-Seal motors mark a major 
advance in design... offer built-in 
protection from moisture and chem- 
icals. And Allis-Chalmers pumps 
bring high efficiency, low mainte- 
nance to handling high-density 
pulp. Together they help producers 
modernize and cut costs. 


Super-Seal is an Allio-Chulmers tredemark. 


ALLIS-CHALMERS 
POWER ror a Grow1NG WORLD 
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the Crossroads,” (Fores, Sept. 15) has 
been called to my attention by Dr. George 
W. Bishop Jr., author of our book, 
Charles H. Dow and The Dow Theory, 
which we published last spring. 

Dr. Bishop feels that a great deal of 
the research and indeed wording of your 
article reflects the contents of his book... . 

—ALLAN W. FERRIN 
President, 
Appleton-Century-Crofts 
New York, N. Y. 


Forses consulted every available text 
on the Dow Theory, including Dr. Bish- 
op’s excellent one. Forses’ wording and 
conclusions, however, were entirely its 
own—Eb. 


British Consols 


Sir: Your article “Bargains in Britain” 


(Forses, Oct. 1) is most interesting. It is 
not often that the investor gets a chance 
to buy gilt-edged securities yielding 
55% in addition to the possibility of a 
capital gain. However, your article 
omitted an important feature—namely, 
the method of purchasing these bonds. 

I recently purchased some of the 24% 
Consols, only to find out that I had to 
pay two commission charges, one to my 
broker and one to the broker in London 
through whom the bonds were pur- 
chased—all of which made them less at- 
tractive than I first thought. 

—T. C. DEANE 
Lufkin, Tex. 


American brokers contend that their 
own commissions on consols are 
barely cover order costs.—Ep. 


low, 


Kennedy vs. Nixon 


Simm: Your editorial on Richard Nixon 
(“Nixon’s Economic Views,” Forses, 
Oct. 15) is like an iceberg: one quarter 
truth and three quarters under the sur- 
face. ? 

Yesterday “Tricky Dick” came through 
the financial district here. For hours, 
Nixon people put confetti and strips of 
paper all over the buildings and then 
pushed their workers out in the streets 
to look like crowds of enthusiasts. 

We are Republicans and working for 
Kennedy tooth and nail... . 

—Mkrs. B. K. Soir 
Los Angeles, Calif. 


Sm: I have no quarrel if you want to 
support and vote for Mr. Nixon or any- 
one else. That is your absolute right. 
But I think you are going too far in 
trying to influence your readers. .. . 

—Ty Coss 
Calhoun, Ga. 


Str: Does Kennedy have any program 
at all to your liking? 
—S. J. Rosen 
Bayside, N. Y. 


Sm: I do not appreciate Maicolm 
Forbes telling me that either party, as 
an entity, will benefit the country 
most. . . 

—I. A. Grupss 
Frankfurt, Germany. 


Allis-Chalmers 
machine power 


Reels off 
14 miles of 
paper an hour 


—— | 


is 


Massive paper-making machines of 
Valley Iron Works Corporation, an 
Allis-Chalmers subsidiary, are often 
as long as a football field . . . turn 
out tons of paper every hour. From 
forest to finished product, Allis- 
Chalmers serves one of the world’s 
great and growing industries. 
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Meet 
@are 
Billing 
Department 


This is a Friden Model CTS Computyper.® The girl who runs it can turn out an 
amazing number of invoices and stil] have one of the easiest jobs in the office. 
Together, she and the machine comprise a complete billing department. 


Utilizing edge-punched cards which contain constant data, the CTS writes the 
heading and line items at a speed of 100 words per minute. It stops automatically 
to let the operator fill in order number and item quantity. Extensions, discounts, 
tax computations, and totals are figured and typed on the invoice automatically. 
Grand totals are stored in the machine and may be printed at any time. 


As the invoices are prepared, the CTS automatically punches selected informa- 
tion into a by-product paper tape for subsequent data processing such as direct 
conversion to tab cards. Or, the CTS itself may directly control punching of tab 
cards as another automatic by-product. 


We call this PRACTIMATION: automation so hand-in-hand with practicality 
there can be no other word for it. For complete information, call your Friden 
Systems Man or write: Friden, Inc., San Leandro, California. i 


Kriden 


SERVICE AND INSTRUCTION THROUGHOUT THE U.S. AND THE WORLD 


Minneapolis-Moline Co. raised eye- 
brows in Wall Street when it an- 
nounced resumption of dividends ($1 
a share) after seven barren years. 
Yet earnings for its latest fiscal year 
were down 17%, to $2.63 a share. 
| Argued President J. Russell Duncan, 
undaunted by the dim outlook for 
farm equipment: “We would not have 
resumed the dividend unless we 
thought we could keep it up.” 

s s * 

Douglas Aircraft is the latest plane- 
maker to take big write-offs on its 
jet costs. Swallowing the same bitter 
pill as Lockheed and General Dy- 
namics, Douglas announced that it 
| was writing off $30.5 million in de- 
| velopment charges on its DC-8 jet 
| liner, told stockholders it hoped to 

show profits in the fourth quarter. 

~ * 

Oil firms, plagued by slender profit 
margins, now are moving into accident 
insurance to push up their revenues. 
Pioneer so far has been Standard Oil 
(Indiana), which was driving last 
month to sell its credit card holders 
a semi-annual $10 premium policy 
which pays $25,000 for accidental 

| death. Spurred on by Indiana’s move, 
other top oil companies are known to 
be considering similar schemes. 
e s * 

Consolidated Foods Corp., which al- 
ready is in food processing, whole- 
saling, retailing and a drug store 
chain, is moving into still another 
field: soft drinks. Last month Con- 
solidated added Charles E. Hires Co., 
famed maker of root beer, to its al- 
ready hulging corporate shopping bag, 
and now plans to acquire Shasta Water 

| Co. Explains Chairman Nathan Cum- 

mings: “We consider ourselves food 

bankers, and we think we should be 

in as many different lines as possible.” 
o a a 

Bowling specialists Brunswick Corp. 
and American Machine & Foundry 
Co. look almost like Siamese twins 
as they roll toward new records in 
1960. Both expect the year to produce 
record sales, record earnings and rec- 
ord backlogs. Only big difference: 
Brunswick is currently planning its 
fourth stock split (on a two-for-one 
basis) in slightly over three years. 

eo e * 

Zine producers, who finally worked 
out their own problems earlier this 
year, are finding themselves beset by 
the woes of others. After enjoying the 
highest zinc prices in more than two 
years, producers may soon have to 
cut tags because one of their best 
customers—the steel industry—cannot 
seem to get out of the doldrums. 


} 
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serving major growth industries of 
the nation’s advancing economy... 


AMERICAN- MARIETTA 


PRODUCTS 


CONSTRUCTION PRODUCTS 
Cement « Aggregates 





Precast 





pipe and J 
Brick and tile e Cement admixtures 
Electrical 
Bron ORE: veges 


PAINTS, FINISHES AND COATINGS 


LIME AND REFRACTORIES 
ots ee PREIS. eS 


DYESTUFFS 


PRINTING INKS 


SEALANTS 


Ub PENSE Gass Hd eh Bias 


METALLURGICAL PRODUCTS 
Metal powders, pigments, 
abrasives, and alloys 


fale 5 sooo 
Bc wh 


MACHINERY AND EQUIPMENT 


Environmental and contro! 
Construction 

Pulverizing and dust collecting 
Vacuum furnaces 


CLEANING PRODUCTS 


INDUSTRIES SERVED 


Construction - highways, airports, 
bridges, dams, sewer, 

drainage and irrigation systems, 
public, industrial, commercial 

and residential buildings, farm and 
military structures, railroad 

and waterway facilities 


a ec 
Electrical and products 
Farm and construction equipment 

Forest products 

Furniture and office ' Metal f 

Olt and gas Pa 


’ spo and 

















Electronic components e Foundry 
Insulation materials 

Plywood and hardboard 

Paints and coatings 

Pulp and Paper 


Agricultural products 
Chemical e Construction 
Glass e Steet 

Paper and paperboard 
Water and waste treatment 


Electronic equipment 
Metal and glass products 
Packaging e Piastics 
Publishing 


Aircraft 

Automotive and transportation 
Construction e Electrical communications 
Foundry e Household appliance 

Home and industria! maintenance 


Aircraft and missile 
Automotive e Chemical 
Electronic « Electrical 
Paint « Printing ink 
Plastics 


Aircraft and missile 

Chemical e Concrete products 
Foundry e Heavy construction 
Metal fabrication 

Tobacco processing 


Household, commercial, public 
and industrial maintenance 


The startling dimensions of America’s economic growth and expanding 
markets have been projected in a special report, “The Years Ahead: 1960 To 
1975.” The significant conclusions of this professional study have far-reaching 
implications for every thoughtful executive. You are invited to send for a copy. 
Address Department YA, American-Marietta Company, Chicago 11, Illinois. 


American-Marietta 


Progress through Research Company 


Chicago 11, Illinois 
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ROCKWELL-STANDARD’... Growth through leadership 


keeping the “Skeletons’ off the skyline 


...and drilling COSTS DOWN! 


The steel skeletons that once thrust their way skyward 
from America’s oil fields are rapidly disappearing. 
Doing the job better and at lower cost are mobile, 
completely-equipped well-drilling rigs like the one 
shown here. And contributing to the efficiency and rug- 
gedness of these vehicles are Rockwell-Standard 
heavy-duty, off-highway axles and driving components. 

As a partner to petroleum — helping to find it and 
speed it from well to user more economically and effi- 
ciently — Rockwell-Standard supplies many important 
products to this dynamic industry. They include —the 


This is one of a series of state- 
ments to acquaint you with the 
broad scope of the activities of 
Rockwell-Standard Corporation. 


SIONS + GARY® GRATING + B 
ALTI-CRUISER® AIRCRAFT + 
AUTOMOTIVE B 


22 U.S. plants of er a manufacture these famous products « TIMKEN-DETROIT® AXLES « HYD 














PERS + AUTOMOTIVE SEATING 


10 


Aero Commander and Commander Alti-Cruiser Aircraft 
for survey and exploration work; components for earth- 
moving and trenching machines; grating for refineries 
and storage depots, and filters for use in pipelines. And 
every component between engine and wheels for the 
modern tank trucks that distribute petroleum products 
to customers everywhere. 

The basic philosophy of Rockwell-Standard is two- 
fold ...the manufacture of products essential to growth 
and maintenance of our economy, and . . . progress 
through research, engineering and expansion. Fifty 
years of continuing growth attests to the soundness of 
this business philosophy. 


RO a TAR DARE 


CORPORATION 


IVE@® TRANSMIS- 


OOD BROTHERS® UNIVERSAL JOINTS + BOSSERT® STAMPINGS + AERO COMMANDER® and COMMANDER 
-MAZE® FILTERS + KERRIGAN® LIGHTING STANDARDS + Pius these other Rockwell-Standard® products: 





+ LEAF AND COIL SPRINGS + BRAKES + FORGINGS 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE ECONOMIC CONSEQUENCES OF SENATOR KENNEDY 


What will the election do to the stock market? Apart 
from any short-lived bursts of enthusiasm or despair, the 
ultimate answer depends on the answer to another ques- 
tion: What will the election mean to the economy? For a 
stock market as high as this one must be vulnerable to 
anything that hurts business. It can only be restored to 
its old bullish vigor by a tangible improvement in business. 

In this connection a Nixon victory would certainly be 
encouraging. Encouraging for business confidence. En- 
couraging to the prospects of a sound dollar. Encouraging 
because it would assure transition rather than an abrupt 
break with the Eisenhower policies. 

But what of a Kennedy victory? 

In my opinion, it would be a situation that both busi- 
ness and the stock market could live with. Not so com- 
fortably perhaps as with Nixon. But tolerably well. Both 
Nixon and Kennedy are committed in the broadest terms 
to the same things: expanded welfare programs; more 
expensive defense; more money for education; strong 
measures for dealing with any recessions. 

Their proposed means to these ends, of course, differ 
considerably. Nixon would prefer cutting taxes rather 
than upending the Federal pocketbook to fight recessions. 
He would try to hold down Washington’s direct role in 
welfare and educational programs. He would tend to step 
more heavily on the sound money brakes, less on the 
inflationary accelerator. Nixon would be quite free from 
the influence of the Left-leaning academic economists who 
sometimes have Kennedy’s ear. 

But preference for a sound, healthy economic and social 
environment should not blind businessmen and investors 
to a very obvious fact: that the inflationary implications 
of the Democratic philosophy would certainly provide 
rather potent pep pills for the economy—and probably 
for the stock market as well. Interest rates would prob- 
ably be kept artificially low. Washington would resort 
to deficit financing at the drop of a hat. Every kind of 
public works program imaginable would be used to take 
up any slack that appeared in employment. This, at 
least, is what we can expect if a Kennedy Administration 
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were to honor its professed allegiance to the old New Deal 

Whatever their dangerous long-term implications, such 
policies would probably assure a high level of spending 
and employment. They would also produce a further 
decline in the purchasing power of the dollar. Under such 
conditions, where else could investment money go but 
into equities and real property? 

This is not to minimize the harm that inflation and big 
government can do to our society. But even under a 
Democratic administration there will be strong forces at 
work to hold inflation within limits. Our vast and greatly 
expanded productive capacity is one such force. Popular 
touchiness about anything that erodes savings is another. 
And then, too, Kennedy has not—so far at least—openly 
committed himself to the doctrinaire Welfare State fringe 
of his party. 

All this being true, there is no reason for businessmen 
or investors to panic at the thought of a Kennedy victory 
Nixon in the White House would be reassuring to every- 
one who believes in a sound dollar. But there is no reason 
to believe that Kennedy in the White House would be 
fatal to the prosperity that this country has enjoyed since 
the end of World War II. 


ur 
z= 


TRIUMPH FOR TY 


Whatever the election’s outcome, it will go down as one 
of the most thoroughly aired presidential contests in his- 
tory. Thanks to TV, no American anywhere need have re- 
mained unaware of the issues and personalties involved. 

For this the TV broadcasting industry deserves a re- 
sounding pat on the back. The Nixon-Kennedy debates 
were, of course, the highlight. But they were not all. 
In program after program, some sponsored, some paid 
for by the broadcasters themselves, Nixon and Kennedy 
were given a thorough, colorful and objective exposure. 
CBS’ Presidential Countdown was outstanding. 
paign Roundup on ABC was excellent. So were such 


Cam- 


ll 





regular programs as NBC’s Meet the Press, CBS’ Face 
the Nation and CBS’ Person to Person, all of which were 
pressed into service for the presidential campaign. 

The result was a new kind of campaign. Not the old- 
fashioned business of a candidate orating on TV while 
millions fidgeted over missing a favorite comedy or variety 
program. Not just the clumsy, tired old splicing together 
of newsreel shots to tell a story. Instead we had presen- 
tations in depth that were creative and dramatic. 

Also to the industry’s credit is the money it saved both 
sides. Fitted into regular sponsored programs or staged 
at TV’s own expense, these programs gave the candidates 
the exposure they needed without the back-breaking cost. 
Part of the crushing burden of running for office was thus 
lifted off the shoulders of candidates and their supporters. 

I have only one serious bone to pick on TV’s role in 
the 1960 campaign. On more than one occasion, paid 
Kennedy commercials were given an advantage which 
struck me as unfair. So cleverly were they meshed into 
the program sequence that the viewer got the idea they 
were programs rather than commercials. Repeatedly on 
NBC, the network’s regular announcer simply announced 
a film showing Jack Kennedy talking to the Protestant 
ministers in Texas. No word that this was a paid plug— 
which it was. No indication that it was anything but an 
objective news report. 

In the past candidates were required to label such plugs 
as paid political advertisements and to use their own 
announcers. Why was this rule suspended in the Ken- 
nedy case by NBC? 

But this was relatively minor. By and large, TV cov- 
erage of the candidates and their campaigns was superb. 
After all the criticism the TV broadcasting industry has 
been taking of late, Forses is delighted to congratulate 
them on a public service well and fairly performed. 


x 
THE LEAK AT FORT KNOX 


Spain colonized the New World for the not-very com- 
plex reason that she wanted its fabled gold. Today 
intelligent men wouldn’t go to such lengths. We realize 
gold is merely the symbol of wealth, not its substance. 

As a symbol, however, it still plays an important role. 
Hence its frequent appearances on the front pages these 
days. The U.S.’ gold stock has declined from $24.6 billion 
in 1949 to $18.6 billion recently. Rumors are rife about 
devaluation of the dollar (i.e., raising the price of gold). 
Free gold has been bid to new highs on the London 
bullion market. Serious-minded men are concerned 
about this because they understand that the accumula- 
tion—or dissipation—of gold is a major economic symptom. 

A symptom of what in this case? Some people like to 
argue that the U.S.’ loss of gold shows that “we are living 
beyond our means.” That is, we are spending as a nation 
more than we are earning. This argument is psychologi- 
cally interesting (with its implication that a high living 
standard is somehow sinful). But it is economically 
unconvincing. 
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Unconvincing because the simple fact is that we are 
still selling more goods abroad than we are buying from 
foreigners. Through last August, U.S. merchandise ex- 
ports amounted to $13.6 billion, imports to just $10 billion). 
It is unconvincing because U.S. investments abroad have 
risen from $31 billion to $65 billion during the period when 
our gold stocks were falling. The loss of liquid capital 
was balanced more than five-to-one by the gains in fixed 
capital. The U.S. was not squandering the dollars we 
invested abroad. 

So we must look to other reasons than extravagant 
living to explain the loss of gold caused by the gap in our 
balance of payments, Many things contributed. Last year, 
for example, we spent several billion dollars overseas to 
maintain armed forces of some 631,000, and to maintain 
them in State-side comfort. Another $3.2 billion went for 
foreign aid, a necessary corollary of defense. 

To understand the situation, it is helpful to draw an 
analogy between Uncle Sam and a private business. 
Imagine a private business experiencing a high level of 
sales, making a good profit and possessing a superb 
physical plant. Suppose, however, that this company had - 
entered into commitments for expansion, for loans to 
subsidiaries and the like that exceeded its current cash 
flow. 

A business firm in this position would borrow from the 
bank. But here the analogy breaks down. There is no 
bank big enough to lend to the U.S. economy. So Uncle 
Sam must draw upon its working capital. In this case, 


the gold stock is the working capital. 

This loss of gold, of course, cannot go on forever. The 
lower our reserves get, the more foreigners will panic 
and demand gold for their dollars, thus further aggra- 


vating the situation. No one knows exactly where the 
danger point is. Many economists think it may be at 
$14 billion, some $4.6 billion below the current level. 

Thus, it is literally true that this nation is richer than 
it has ever been. But it is not so liquid as it once was 
from an international balance of payments standpoint. 

How can we stop the drain on our liquidity? We cannot 
let down our defenses. No one seems inclined to force 
a Spartan life on hundreds of thousands of U.S. service- 
men abroad. We cannot order U.S. firms to stop invest- 
ing abroad. Forcibly reducing imports would only lead 
to a loss of exports and thus defeat its purpose. Devalua- 
tion? That is a cure worse than the disease. Devaluation 
is a remote and unlikely possibility. 

There are some immediate steps we can take. We can 
get tougher about foreign aid money that goes to buy 
non-U.S. goods. We can press the Germans to bear more 
of the defense and aid burden. We can request our allies 
to hold reserves in dollars rather than in gold. 

But the fundamental solution to the payments gap 
problem is in expanding exports and restoring confidence 
in the dollar. This cannot wait until our gold drops to 
the danger level. But it cannot be ignored. However 
much he might prefer to concentrate on more dramatic 
problems, the new president of the U.S. will have to get 
right down to plugging that persistent leak at Fort Knox. 
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NO. 33 IN A SERIES 


OUT OF THE LABORATORY 





Bringing space down to earth ... this laboratory space 
capsule is designed to measure man’s physiological and psychological limits and test life support 
systems under simulated space flight conditions. For the first time, scientists will be able to 
study, simultaneously, the space flight stresses of high altitude, acceleration, heat and isolation. 
Developed and being built by Garrett’s AiResearch divisions for the U.S. Air Force’s 
Wright Air Development Division, this ground test space capsule is another example of Garrett’s 
research and development leadership in the life sciences and advanced flight systems. 


* Outstanding opportunities for qualified engineers 


CORPORATION 
AiResearch Manufacturing Divisions 


LOS ANGELES 46, CALIFORNIA PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES: AIRSUPPLY-AZRO ENGINEERING ¢ AIREGEARCH AVIATION SERVICE ¢ GARRETT SUPPLY ¢ AIR CRUISERS 
AIRESEARCH INDUSTRIAL +¢ GARRETT MANUFACTURING LIMITED *e MAR WEDEL * GARRETT INTERNATIONAL &S.A.¢ GARRETT (JAPAN) LIMITED 
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Most welcome addition 


to the family since babies! 


So compact, so appealing! So meant to be added to 
the conventional car your family already has! The 
gay, gas-thrifty American compact cars, of course! 


Babies»or no babies, everybody welcomes these 
smaller cars—including us. Even though they do use less 
steel. Because we fully expect that families will en- 
thusiastically add the economical convenience of a 
compact car to the conventional car already so much 
a part of family activities. 


Major manufacturers in this giant American in- 
dustry consume huge quantities of many different 
kinds of steels. Republic Steel produces every kind of 
steel needed for the modern automobile. 


REPUBLIC STEEL 


Equally important in our contribution to the prog- 
ress of the automobile industry is the quality of 
Republic’s precision service. An outstanding example 
of this is Republic’s unique electronic order entry sys- 
tem, which so dramatically speeds up complex orders 
and deliveries of steel. This system more than meets 
the exacting service requirements of this most 
exacting industry. 

The gigantic maw of the automobile industry 
demands giant-sized steel feedings, in exact formulas, 
at precise times. Republic is geared in gigantic pro- 
portions to meet all foreseeable demands for steels 
and service made upon us by this industry. 





This STEELMARK of the American 
Stee! industry tells you a 
product is made of Steel. Look 





General Offices of) Cleveland 1, Ohio for it when you buy. 
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COMMODITIES 


DECLINE OF 
“THE PIT’’? 


There’s little of the old “The 
Pit” atmosphere about com- 
modity trading this year. 





For Lovers of fast action and high 
risk, the commodities markets of 
America have long held a racy fasci- 
nation. Permitting trading on mar- 
gins as thin as 5% (with no interest 
charged on the balance), commodity 
markets are an arena where a price 
movement as slight as 5% can double 
a man’s mcney—or wipe him out. 

But this high-powered game has 
become less exciting. The U.S. Gov- 
ernment’s role in supporting prices 
has tended to inhibit the free interplay 
of supply & demand in such key crops 
as cotton and wheat. Thus price move- 
ments tend to narrow. December cot- 
ton, for example, has ranged this year 
only from 30.03 cents per pound to 
31.47 cents. And even though com- 
modity prices have tended downward 
(see chart), the decline has been 
nothing like as severe as the stock 
market’s. “The Pit,” which for Frank 
Norris and his generation symbolized 
speculation on the grand scale, seemed 
to have lost its zest. 

Jumping Beans. All was not entirely 
quiet on the commodities markets last 
month. In many a broker’s office such 
phrases as “October shell eggs,” “No- 
vember potatoes” and “January soy- 
beans” were dropping from lips more 
often accustomed to “December 
wheat” or “May cotton.” 

In a list of 100 or more commodities 
ranging from antimony and barley to 
wool and zinc, the most spectacular 
performance was soybeans. Last year, 
for the first time in history, the vol- 
ume of trading in soybean futures 
contracts exceeded wheat trading. 
Soybeans became the most important 
of all commodities traded in the U.S. 

With wheat trading in 1960 running 
below last year, soybeans’ lead has 
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DULL MARKET 


This has not been a good year for 
commodity traders. While commodity 
prices as a whole have not fallen as 
fast as stock prices, they have been 
under steady downward pressure. 
Volume, moreover, has been light. 
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Government supports have held many 
important items within narrow ranges. 
Only three major commodities have 
shown sufficient fluctuations thus far 
to produce worthwhile profits for 
traders. They are: 
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widened. In Chicago, the heart of the 
nation’s grain trading, the Board of 
Trade last month reported that soy- 
bean contracts were up 62% in vol- 
ume for the first nine months of this 
year, and almost certain to set yet 
another record. 

But outside of soybeans, most com- 
modity trading was dull. Of the few 
exceptions, trading in shell eggs on 
the Chicago Mercantile Exchange was 
a standout, with trading volume up 
35% over last year. Another: potatoes 
on the New York Commodity Ex- 
change, up 129% in trading volume 

Duliness the Rule. Such exceptions 
notwithstanding, dullness has _ re- 
mained the predominant tone. “Ou: 
Idaho potato trading is negligible,” 
said President Everett Harris of the 
Chicago Mercantile Exchange last 
month. “Our butter trading is nil. So 
is our turkey market. Thank good- 
ness, we have one little jewel—our 
shell egg market—and it’s a beauty. 
Without it, we’d be pretty unhappy.” 


STEEL 


AMBITION’S PRICE 


Little Acme Steel is a prime 
example of the pitfalls in not 
leaving well enough alone. 


BUSINESSMEN, optimists by habit, 
make a fetish of change—and growth. 
But sometimes it pays to let well 
enough alone. 

Proof of that arose last month in 
the corporate person of Acme Steel 
Co.,* a Chicago-based producer of 
finished and fabricated specialty steel 
products, which last year rang up 
sales of $133.8 million. Reaping the 
doubtful benefits of ambition, Acme’s 
stockholders saw their dividend pared 
from 30 cents to 10c quarterly, Acme’s 
lowest payout in a decade. 


*Acme Steel Com peer. Traded NYSE 
Recent price: 1814 ce ran 4 (1960) : high, 
32%; low, 17% Dividend a $1.15. Indi- 
cated 1960 payout: $1. Earnings pr share 
(1959): $1.1 ap. assets 32.9 million. 
Ticker symbol: 
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ACME STEEL LADLE: 
ambition had its price 


Many a Slip. 
of steel strapping and wire, back in 
the early 1950s, Acme Steel was a 
moderately successful outfit subject 
to erratic swings in earnings. In most 
years it made a good income. And in 
good ones, like 1953, it earned a very 
attractive sum. Its net on sales of $77 
million that year: $6.65 million, or 
$3.35 per share. 

Then Acme got ambitious and in 
1956 took a fateful step towards big- 
ness. “We decided,” as Chairman Guy 
T. Avery puts it, “to stop buying the 
steel we needed and make it our- 
selves. It looked as though we could 
be much more profitable as an inte- 
grated steel producer.” 

That decision led to purchase of 
Newport Steel, a Kentucky-based 
outfit with a 608,000-ton capacity, in 
1956. Cost: $16.5 million. It led also 
to construction of a steel mill in 
Acme’s steel-hungry home territory 
of Chicago. That mill added another 
452,000 tons to Acme’s capacity. 

But as Acme’s management soon 
discovered, there is many a slip be- 
twixt cup and lip. For while Acme’s 
sales soared, almost doubling by last 
year, its net profit steadily declined, 
in 1959 hitting a ten-year low of $3.6 
million, or $1.17 a share. This year 
profits have declined a whopping 45% 
in the first six months to $2.6 million 
or 87c a share. And the rest of 
the year probably will yield very 
little, if anything, in the way of profits. 

Lost Freedom. In integrating, Acme 
Steel also took on a considerable bur- 
den of debt, which has risen from $5.2 
million to $28 million since 1955. It 
took on as well a $417,000 obligation 
in dividends on the $72.5 million 
worth of preferred stock it sold 
private lenders two years ago. Sales 
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A marginal producer 


of stock, meanwhile, have diluted 
earnings. 

Thus Acme has lost a great deal of 
the fiscal freedom it once had. Now 
its only choice is to make a go of it as 
an integrated steel producer. Admits 
Avery: “We don’t show anything like 
the kind of profits most steel produc- 
ers earn, and it may be some time 
before we do.” Adds he sadly: “It 
has all been a very costly business.” 
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MERGER URGE 


The mating urge seems to be 
getting stronger in the oil in- 
dustry. At least a dozen com- 
panies are talking merger. 


Desprre a brightening second-half 
profits outlook for the oil industry, 
the bent toward mergers and assets 
sales was continuing unabated last 
month. Cosden Petroleum, a small 
refiner, was considering an offer of 
$25 a share from W. R. Grace & Co. 
Monterey Oil had just agreed to sell 
its assets to Humble. Continental Oil 
last month made an offer for the assets 
of Calvert Petroleum. 

Nor was the end in sight. Nearly a 
dozen other companies, according to 
figures worked up by Shearson, Ham- 
mill & Co.’s oil department, were 
either talking merger or completing 
transactions to sell their assets. More 
than a score of other companies, 
Shearson, Hammill | reported, were 
strong sell-out candidates (see table). 
“The need of some of the smaller 
companies to merge,” said Oil Analyst 
Lawrence Williams, “is getting more 
urgent all the time.” 








Future oil company mergers or sales of assets, says Shearson, 
Hammill, will likely come from this list of possible candidates. 


Estimated 
Merger 
Valve 
322 55 
19% 30 


Recent 

Market 
Company Sieo 
Argo Oil 
Ashland Oil & Ref. 
British American 283% 46 
Champlin Oil & Ref.* 20Ve 34 
Colorado Oil & Gas 7% 18 
Creole Petroleum 29Ve 46 
Delhi-Taylor 92 20 
Douglas Oil* 9¥e 1 
Eason Oil 11% 30 
Empire State Oil 1056 15 
Equity Oil* 144% 36 
Felmont Petroleum* 5% 13 
General Crude 20% 51 
Getty Oil 14 40 
Honolulu Oil* 63% 70 
Hugoton Production 801% 83 
*Talking merger or reportedly seeking bids 


ATTRACTIVE CANDIDATES 


Looking for Suitors. “I cannot,” added 
Williams, “remember when there has 
been so much merger talk.” Skelly 
Oil and Tidewater were reportedly 
talking merger again. Equity Oil, a 
small crude producer, was rumored 
to be negotiating the sale of its assets. 

Some companies were unabashedly 
scouting around for suitors. Honolulu 
Oil, for one, has asked a dozen or so 
major companies to bid on its assets. 

Both producing companies and 
small refiners were among the merge! 
candidates. But there seemed to be a 
special kind of urgency among some 
of the crude companies—partly be- 
cause the recent pickup in business 
for refiners has come at the expense 
of the producing companies. 

By holding crude oil production in 
Texas to eight days a month for the 
past six months, the Texas Railroad 
Commission has helped to firm prod- 
uct prices. But it has made matters 
worse for small crude producers who 
depend on Texas wells. 

In such a situation, it was no sur- 
prise when the Humble-Monterey 
transaction was announced last month. 
A good many other companies, Ana- 
lyst Williams feels, may be marking 
time to see whether Government 
trustbusters approve the Monterey- 
Humble plan, which avoids an out- 
right merger of the two companies. 

Happy Ending? For Monterey stock- 
holders, of course, the sale price of 
$42 a share would amount to a hand- 
some appreciation from the $24 per 
share price quoted last winter. There 
was no guarantee, of course, that 
future transactions would be so lucra- 
tive for selling stockholders. But 
there seemed no doubt last month 
that a good many other oil companies 
were getting ready to take a crack 
at it. 





Estimated 
Merger 
Nolve 


Recent 
Market 
Price 
imperial Oil 322 44 
Kewanee Oil 12% 70 
Midwest Oil 35 43 
Olin Oil & Gos 18 20 
Plymouth Oil* 21% 48 
Republic Nat. Gas 27% 44 

Reserve Oil & Gas 12% 
Sinclair Venezuelan 42 
Skelly Oil* 46\/2 

Southland Royalty 57 
TXL Oil 17% 
Texas Gulf Producing 23 
Texas Pac. Coal & Oil 2634 
Union Oil of Calif. 41% 
Universal Consol. Oil 30% 
Wilcox Oil* 42 


Company 
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ECONOMIC INDICATORS 





DROOPING STAR 


ple. nye 4 orders, that us- 

y reliable index of the 

business future, were any- 

thing but encouraging last 
month, 


EcONOMIstTs, scanning the statistical 
heavens for portents last month, drew 
little encouragement from one visibly 
drooping star. Paperboard orders, 
usually a good index of prospects for 
sales of such big-ticket consumer 
durables as appliances and furniture, 
told a sad story. Ever since the first 
quarter (see chart), paperboard or- 
ders have been lagging below their 
level of a year ago. And what pickup 
there has been in recent weeks was 
no more than seasonal. 

Business seers watch the level of 
paperboard orders with keen interest 
because they are a highly significant 
tip-off on how a large segment of the 
economy is likely to fare in months 
ahead. The reason is simple. Paper- 
board is the material out of which 
shipping cartons are made—particu- 
larly the cartons used to pack large 
items bought by consumers. When 
manufacturers anticipate lively sales, 
their orders for paperboard are lively 
too. 

Right now the people who watch 
paperboard orders closely find little 
grounds for optimism. Estimates cur- 
rent last month put probable fourth- 
quarter paperboard orders at about 
5% below last year’s level. For Sep- 
tember and October, orders were off 
about 9%. No more encouraging last 
month was the reluctance of paper- 
board users to carry substantial in- 





BAD OMEN? 


Paperboard orders, which some eco- 
nomists say is one of the most sensi- 
tive business barometers, have been 
lagging since early this year. With 
no more than a seasonal pickup in 
sight, manufacturers seem to have 
geared their operations for a con- 
tinuing slowdown. 


Thousands of Tons, Weekly Average 
325 , 














ForBES, NOVEMBER 1, 


KRAFT BOARD MILL: 
no visible encouragement 


ventories of their major raw material. 
At latest count, the average backlog 
of paperboard orders was running at 
about 433,000 tons per week—or 
roughly a seven and a half days’ 
supply. That is the shortest lead time 
between production and shipment 
since the end of the 1958 recession. 

The obvious conclusion, as one 
paperboard expert put it late last 
month: “Business just does not seem 
to be anticipating an upswing in the 
near future.” 


COMMUNICATIONS 





MEASURE 
FOR MEASURE 


AT&T has had to pour out 

more and more capital for 

each new phone installed. 

Fortunately it has been get- 

ting more profits out of each 
one, too. 


One oF the perils of life as a regu- 
lated public utility, as every finance 
man knows, is the vast and continu- 
ous capital investment which is re- 
quired to keep the business growing. 
No exception to this rule is the No. 
One U.S. utility, American Telephone 
& Telegraph.* The number of phones 
in use has been growing fast, and so 
has the capital investment behind 
each telephone. In 1950, AT&T's 
gross property account stood at $10.1 


Telegraph Co. 


*American Telephone & 
Ss rice: 3%. Price 


bn — yy NYSE. ~~ 4 
11 (1960): high, 9754; low, 797%. ae 
$3.15. Indicat * 1960 out: 
per share (1959) : = otal B- - 
oT . lion. Ticker symbol: 


billion. Now it stands at more than 
$23 billion. Whereas ten years ago 
AT&T’s total capital investment per 
phone in use was $222, by last year 
that figure had risen almost half again, 
to $325. 

The saving grace has been that over 
those years, AT&T has also succeeded 
in getting more earnings output from 
its enormous capital input. Gross 
revenues per phone in use have risen 
steadily. So (see chart) have net 
earnings per phone. 

Last month AT&T passed two sig- 
nificant milestones in this constant 
race between capital costs and reve- 
nues. “In September,” President 
Frederick R. Kappel reported to 
stockholders, “the total number of 
Bell System telephones passed 60 
million.” Fortunately for stockhold- 
ers, Kappel was able to report a profit 
milestone as well. For the first time, 
the system’s net revenues per phone 
installed had topped $20—more than 
double the $9.82 of 1950. AT&T's net 
income had hit a record $1.2 billion 
in the latest 12 months (ended last 
August). 

For the remainder of 1960, Kappel 
predicts a leveling off in AT&T’s busi- 
ness after its recent sharp gains. But 
for the longer term, he sees no 
slowing down. The company’s Data- 
Phone business, in which machines 
“talk” to one another, he pointed out, 
is still in its relative infancy. “We 
have a strong feeling,” said he, “that 
in a few years’ time, data communi- 
cations will actually exceed, in sheer 
volume, the communication of 
speech.” 

Such growth, of course, will cost 
money which means that AT&T’s 1.7 
million stockholders can look forward 
to more of the same in the years 
ahead: continued high capital invest- 
ment, but with more and more of the 
profits needed to sustain it. 


LOUDER RING 


Over the past decade, as AT&T has 
installed more and more 


it has also succeeded in geting more 


profit from me 















































DEEP DISCOUNT BONDS 


This year's bull market in bonds notwithstanding, there remained last month many 
listed interest-paying bonds which continued to sell at discounts of 25%, or more 
from face value. Thus they not only offered yields of 7°/,—and even higher—but the 
prospect of capital gains as well. Why these deep discounts? In some cases, the bonds 
were holdovers from days of lower interest rates. Example: the AT&T 25 of 1986 
sold below 75 (see below) in spite of the fact that AT&T is one of the top private 
credit risks in the U.S. 

More frequently the discounts were owing to the fact that the issuer's credit was 
weak, and payment of interest in danger. Not surprisingly, some 24 out of the 32 deep 
discount bonds listed below are railroad bonds; in many cases their current interest 
coverage is very tenuous. Since many of the railroad bonds are income bonds (i.e., 
interest need not be paid unless earned), the prospect looms that many of them will 
not pay interest next year. But where a turn for the better occurs in the fortunes of the 
companies that issued these bonds, they could obviously prove most profitable—both 
for income and capital gains. 


-———- Fixed Charges ——. 
Times Earned 
Current Times Earned Through August 
Name and Issue Price Range Price Viele 1959 1960 





American & Foreign Power 5s, 2030 71-54 8.62% 2.17 NA 
American & Foreign Power 4.80s, 1987 632-502 9.23 2.17 NA 
American Telephone 25¢s, 1986 76%4-69/2 3.57 6.69 
Baltimore & Ohio Conv. 42s, 2010 75-63 7.11 1.83 
Baltimore & Ohio 4s, 1980 7834-69 5.63 1.83 
Boston & Maine 6s, 1965 59-52 1.11 0.27 
Capital Airlines Conv. 414s, 1976 6912-44 f 7.02 0.37 
Central RR of NJ. 34s, 1987 45-37 8.30 0.31 
Chicago & Eastern IHinois Conv. 5s, 1997F 8134-56 8.93 1.13 
Chicago & Eastern Illinois 5s, 2054F 591/2-31% 1.13 
Chicago, Indianapolis & Louisville 4s, 1983F 58-40 

Chicago, Milwaukee, St. Paul & Pac. 5s, 2055F 66-54 

Chicago, Milwaukee, St. Paul & Pac. Conv. 41/28, 2044 68-61 

Commonwealth Edison 3s, 1999 762-68 

Detroit, Toledo & Ironton 234s, 1976 672-682 

Great Northern Ry. 25¢s, 2010 57-55 

Gulf, Mobile & Ohio 5s, 2056F 70Ve-61% 

Merritt-Chapman Conv. 41/25, 1975 82-67 

Minneapolis, St. Paul 4s, 1991F 58-38 

Missouri Pacific 5s, 2045F 62-512 

Mohawk & Malone 4s, 1991 66-60 

Morris & Essex 32s, 2000 4934-44 

N.Y. Central 5s, 2013 7134-66 

N.Y. & Harlem RR 4s, 20438 69-63 

Northern Pacific 3s, 2047 63% -57 

Pennsylvania RR 414s, 1981 76-70 

St. Lovis, San. Fran. 5s, 2006F 722-65 Ve 

Southern Pacific 2/3, 1986 6958-6158 

Union Pacific 2%es, 1976 8112-75 

Wheeling & Lake Erie 234s, 1992 73¥2-70 73 


American Stock Exchange 


National Theaters 52s, 1974 772-672 70% 7.83 1.08 
Webb & Knapp 5s, 1974 72-63 63 7.94 0.95 


*Through June. tThrough July. F—Sells flat; i.e., accumulated interest not added to price. d—deficit. NA—not available. 
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THE CHANGING FAGE 
OF JERSEY STANDARD 


Hardly remarked in proportion to their great consequences, 

vast changes are afoot within the $9.9-billion empire com- 

manded by the world’s biggest oil company, barely a corner 
oing 


of which is not u 


TIME AND again since 1956, the 16 full- 
time employees who compose the 
board of directors of Standard Oil Co. 
(New Jersey)* have returned their 
concentrated attention to a single 
nagging question. With a revolution 
clearly underway in world oil eco- 
nomics, what actions would maintain 
for Jersey Standard the winning ways 
which had established it as the giant 
of the oil @ndustry and the world’s 
biggest indiistrial moneymaker? 

When such decisions involve a com- 
pany doing just short of $8 billion in 
sales a year, operating on every con- 
tinent and across every sea, they are 
not quickly concluded. And once 
made, their execution is scaled in 
terms of decades, not years. 

The Old Empire. The pressures for 
decision ever since 1958 have been 
enormous. One was economic in the 
broadest sense: the clear likelihood 
that the world’s oil markets were to 
be swamped with over-ample crude 
supplies for years to come. Another 
was fiscal: by 1958, Jersey Standard’s 
net earnings had receded by a full 
one third to $562.5 million. In effect, 


eight years of heroic expansion were 


*Standard Oil Co. 
NYSE. Recent price: 40. Price ran S) (1960) : 
? h, 5049; low, 3949. Dividend (1 a 

ica 1980 payout: 25. Earn —- Ay 
abe UiseeTs 0291. Total assets: $9.9 binion. 
Ticker sym 


(New Jersey). Traded 


JERSEY’S RATHBONE: 


its own private revolution. 


producing earnings on each share 
which stood only pennies above those 
of 1950. A third dimension was time: 
it pressed hard. 

No blast of trumpets has heralded 
the consequences of the Jersey Stand- 
ard Board’s deliberations. But by last 
month enough evidence had emerged 
to discern the main lineaments of a 
vast reformation underway within 
Jersey Standard. Some symptomatic 
developments: 

© A sweeping reorganization of Jer- 
sey Standard’s entire oil empire. So 
drastic in scope is it, for example, that 
even Humble Oil, traditionally a mav- 
erick corporate relation with only the 
loosest ties to its parent, has now 
emerged as Jersey Standard’s princi- 
pal operating company, with close ties 
to all of Jersey’s other subsidiaries 
and affiliates. “The consequences,” 
adjudges a knowing Jersey veteran, 
“are almost incalculable.” 

© A marketing revolution which has 
already thrust the oil colossus into 
competition in areas of America hith- 
erto denied it by an ancient trust de- 
cree. One very possible fateful con- 
sequence: the ultimate abandonment 
of Jersey’s priceless “Esso” trade- 
mark. 

e A giant shift in the geographical 
center of gravity of Jersey Standard’s 
international crude production. Fol- 


IMPERIAL OIL REFINERY: 


lowing on a terrific effort, vast and 
highly profitable new oil fields have 
been developed in Libya which place 
that dusty patch of North African sand 
in the top ranks ‘of the world’s oil 
producers. In time, Libyan oil pro- 
duction could well displace Venezue- 
lan crude as the top moneymaker in 
Jersey Standard’s account books. 

¢ A concentrated effort, unlike any- 
thing heretofore seen in the oil indus- 
try, to find new end uses for oilmen’s 
basic commodity. 

The New Empire. It is from this last 
staging point that a vast effort is in 
progress to graft onto Jersey Stand- 
ard’s old industrial empire an entire 
new one in petrochemicals. Thus, 
symbolically, there is vast significance 
in Jersey Standard’s choice this year 
of a new chief executive officer, 
towering, craggy-faced Monroe J. 
(“Jack”) Rathbone, 60, who as presi- 
dent has been in training for the job 
ever since 1954. By background, Rath- 
bone is hardly an oilman at all. Says 
he: “Hell, I was a chemical engineer 
to begin with.” 

Thus last month there was no mis- 
taking in which direction Jersey 
Standard was moving a vast part of 
its capital resources. No mere side- 
line, petrochemicals, wrung from oil’s 
versatile hydrocarbons, have clearly 
become the giant peg on which Jersey 
Standard hangs its greatest hopes and 
largest ambitions. 

The attractions of petrochemicals 
for an empire-building oil giant are 
manifold. In essence, they are the 
closest Twentieth Century analogue to 
the alchemist’s ancient dream of trans- 
muting base metals into gold. An 
equal pyramiding of values, for ex- 
ample, occurs in natural gas, once 
regarded as a waste by-product of 
oil production. Converted into ethyl- 


with no blast of trumpets, a revolution got under way 
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OFFSHORE DRILLING: 
still money in crude 


ene, and then into polyethylene, it 
becomes some 28 times more valuable 
than in its original state. 

A New Dominion. This then is the 
great new dominion Rathbone and 
Chairman Leo Welch are trying to 
create. It is not an entirely new one. 
As early as World War II, Jersey 
Standard was applying itself to its 
test tubes with force and determi- 
nation, an effort which was crowned 
with success in development of butyl 
rubber. 

Yet even today, by Jersey standards, 
it is not yet a very large one. Total 
company chemical sales last year 
reached just $256 million—or far less 
than the $629.8-million profit Jersey 
Standard rang up on its $7.9 billion 
in worldwide sales. Yet says Jack 
Rathbone with immense force: “Chem- 
icals still do not loom large in our 
over-all figures—but they will!” 

The measure of Rathbone’s deter- 
mination is Jersey’s own spending. In 
the past few years, it has invested 
some $300 million in chemical opera- 
tions and has scheduled outlays of 
$100 million more over the next two 
years. Observes Rathbone significant- 
ly: “Our 1961 budget carries almost 
twice as much for petrochemicals as 
for petroleum manufacturing.” 

The results of Jersey’s effort is 
already visible in concrete form. All 
over the world, gleaming new chemi- 
cal plants have sprung up amid its 
traditional refineries, tank farms and 
the other capital bric-a-brac of an oil 
company. Just this spring, for exam- 
ple, Jersey put on stream a big new 
polypropylene unit at Baytown, Tex. 
Its capacity: a hefty 40-million pounds 
a year. Significantly, too, no less than 
25 cents of each Jersey Standard re- 
search dollar is currently being de- 
voted to petrochemical research. 
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Beyond Magic. The fiscal alchemy of 
petrochemicals is a matter of record. 
Its attraction to Jersey Standard is 
evident. In recent years, the return 
Jersey Standard has earned on its oil 
business investment has slipped bad- 
ly (see chart). By contrast, the net 
return earned by large chemical pro- 
ducers, despite woes of their own, has 
held firmly to a much higher plateau. 

Thus, today an oilman can count 
on a net return of perhaps 8c to 
10c on every dollar of new capital he 
puts into his traditional business. But 
put into petrochemicals, that same $1 
capital investment earns at least 15c. 
“A few petrochemicals,” Rathbone ob- 
serves with a hungry grin, “return 
25%.” 

The making of profits by this chemi- 
cal sleight-of-hand is not a trick en- 
tirely unknown to other oilmen. No 
less than 35% of the entire oil indus- 
try’s spending in recent years has 
gone into chemicals. Among the big- 
gest spenders: such potent oilmen- 
chemists as Phillips and Shell, such 
oil giants as Indiana Standard and 
California Standard, and such smaller 
outfits as Sun, Atlantic and Ashland 
Oil. 

Rathbone readily admits that much 
of the fiscal magic has already been 
taken out of petrochemicals. “In the 
old days,” says he, “if a chemical ven- 
ture did not offer an estimated 50% 
return a year, we didn’t fool with it.” 
Now, he concedes, he is willing to 
settle for far less. 

Yet Rathbone professes no fears of 
the kind of overbuilding in petro- 
chemicals that would exorcise the old 
alchemic magic entirely. “Petrochem- 
icals,” he observes, “have become 
fashionable to enter. Everybody and 


his brother, for example, seems to be 
making polyethylene. But this dash- 
ing into chemicals is going to lose a 
lot of money for some companies, be- 
cause petrochemicals are not a guar- 
anteed gold mine.” Adds he: “And it 
won't be us.” 

“The Other Business.” With its might 
of financial resources, Jersey Standard 
may indeed not lose money in petro- 
chemicals. But what is the future of 
its principal business, the oil empire 
in which it has a capital investment 
of roughly $9 billion? For even as it 
puts on its chemist’s smock, Jersey 
Standard must keep its primary busi- 
ness healthy. And to do so it must 
reverse the profit ebb which has al- 
ready lost it the crown as the world’s 
top corporate moneymaker. 

Rathbone and his board have tack- 
led this task by completely making 
over Jersey Standard’s corporate 
character. Ever since 1927, Standard 
Oil Company (New Jersey) has stood 
as the very model of a highly efficient 
holding company. From a’ few floors 
in midtown Manhattan, Jersey’s vir- 
tually unique inside board set the 
policy and gave guidance to Jersey 
affiliates and subsidiaries around the 
world. 

They were an extremely disparate 
group of companies. There was Cre- 
ole, the biggest company in Venezu- 
ela, and Imperial Oil, the biggest in 
Canada. There was U.S.-based Hum- 
ble, with some 12% of its stock in 
public hands. And there was Carter 
Oil—a lighter, wholly owned carbon 
copy of Humble. 

Early this year, Jersey Standard 
undertook to weld all of these ele- 
ments into one flexible whole. Within 
the U.S., it called for tenders of 





DEBITS & CREDITS - 


Although Jersey Standard’s retained earnings and cash flow have dropped some- 
what, the company is unlikely to be strapped for cash. Reason: capital and explor- 
ation outlays have dropped even faster. Hence Jersey's cash outflow and cash 
inflow will be about in balance this year. 
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Humble stock to give it nearly com- 
plete ownership. That done, it put all 
of its domestic companies under the 
one Humble roof. In came not only 
Carter and the well-known Esso 
marketing subsidiary, but also such 
recent acquisitions as Oklahoma Oil, 
Pate and Globe Fuel Products. 

Right Hand & Left Hand. Obviously 
the mere act of housing all those com- 
panies under one corporate roof could 
cut Jersey’s costs by millions of dol- 
lars. Formerly, for example, Carter 
and Humble maintained separate ex- 
ploration, production and research 
staffs. Although the consolidation is 
still in progress, Jersey has already 
succeeded in cutting its employee 
rolls to about 148,000, down from a 
1957 high of 160,000. 

Yet Rathbone expects to gain an- 
other more lasting advantage from 
consolidation. Says he, in his char- 
acteristic blunt-spoken fashion: “Now 
we don’t have the right hand not 
knowing what the left hand is doing.” 

As Rathbone sees it, this should 
mean that both right and left hand 
will now work faster. For consolida- 
tion has given field personnel new 
authority to make more and bigger 
decisions, streamlining the chains of 
command. In short, he believes that 


the new centralization of command 
will decentralize the responsibilities 
for execution within Jersey Standard. 
Says Rathbone: “It not only will speed 


up decision making, but it will also de- 
velop more people for executive work 
and improve our co-ordination.” 
Around the World. Jersey Standard 
has meanwhile also streamlined its 
foreign operations. Where formerly a 
single director looked after clusters of 
companies in odd corners of the globe, 
that globe is now divided into six 
parts, to each of which three directors 


ESSO TANKER ENTERING HARBOR: 


are assigned: a primary contact, an 
alternate and an advisory contact. 

Only one part of the Jersey Stand- 
ard empire has been left unchanged: 
its American, Canadian and Far East- 
ern operations, which are already in 
the hands of three big companies: 
Humble, Imperial and the Standard- 
Vacuum Oil Co. (which Jersey owns 
with Socony Mobil). 

At home, Rathbone has undertaken 
one of Jersey’s greatest departures 
from its past—the attempt to break 
away from the restrictions imposed 
by its famed old “Esso” trade name. 
“You can’t imagine,” sighs he, “what 
a hell of a job it is to develop a new 
trademark.” 

It is particularly for Jersey Stand- 
ard, whose claim on the Standard Oil 
name in selling gasoline goes back to 
the break-up of the old Standard Oil 
Trust in 1911. John D. Rockefeller’s 
many companies were split into such 
diverse entities as Jersey itself, Stand- 
ard of California, Standard of Indiana, 
and others, each of which was entitled 
to use the “Standard Oil” name in its 
own territory. Each was forbidden to 
use a Standard trademark or deriva- 
tive in another's territory. 

That meant that Esso remained a 
regional 18-state marketer, unlike 
Texaco or Sinclair which could op- 
erate nationally. Elsewhere Jersey 
Standard had to operate under much 
lesser-known names. Today with 
product outlets the key to selling oil 
itself, that has left Jersey Standard in 
a repressive strait jacket. “For a 
company of our size,” says Rathbone, 
“we were just too cramped. It was 
difficult to sell gasoline to, say, the 
airlines or the railroads, where you 
do it on a national basis.” 

So Humble is now making elbow 
room for Jersey, expanding its license 


all around the globe, fundamental changes 
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LIBYAN CHRISTMAS TREE: 
underneath, a prize 


to sell gasoline from 38 to all 50 states 
Emerging gradually is a new Jersey 
trademark “Enco” (for Energy Corp., 
which is as yet still an idea rather 
than an actual corporation). Says 
Rathbone: “If we like the name, we'll 
probably use it all over the country.” 
Whether or not Enco would eventually 
entirely displace the Esso trademark 
is still apparently an open question 

How to Do It. To pave its way, Jer- 
sey Standard has both been buying 
up such chains of established service 
stations as Pate and Oklahoma Oil 
and opening up new ones of its own 
“We can either go the grass 
way,” notes Rathbone, “or acquire 
stations. But we are not going to just 
dash into every community in the 
U.S. You can be sure of that!” 

Yet Jersey is moving remarkably 
fast as is. Recently, for example 
Humble announced negotiations to 
buy Monterey Oil Co., a $122.9-million 
(gross property) producer of oil and 
gas in Texas and California. Pumping 
up 4.8-million barrels of oil a year 
Monterey’s reserves total 66.3 million 
barrels. Its place in the Jersey scheme 
of things is obvious: to supply the 
raw material for the invasion of the 
lush West Coast market which Humble 
has already started. 

New Uses for Old? Another sort of 
invasion apparently captures Rath- 
bone’s imagination just as vividly: a 
technological one. That is the search 
by Jersey for new ways to burn up 
oil—rather than extensions of ex- 
isting markets. “New uses,’ Rathbone 
says enthusiastically, “will be the 
biggest development of oil over the 
next five years—and that’s my baby!” 

Where can such oil-burners be 
found? “We've already got some very 
wonderful leads,” claims Rathbone. 
One such: use of asphalt film (made 


roots 


2] 





from crude oil) in agriculture, ena- 
bling a farmer in semi-arid regions to 
channel precious water onto his crops 
to prevent evaporation and hold the 
moisture in the soil. Such treatment, 
Rathbone estimates, can double the 
effective rainfall. 

Another of Rathbone’s enthusiasms 
is the fuel cell, an oil-fired device to 
generate electricity around the home, 
which Rathbone believes can eventu- 
ally work far more cheaply than on 
propane gas or other fuels, “‘X’ years 
from now,” he predicts, “it will be a 
tremendous source of energy.” 

Gas Barrage. Meanwhile, Rathbone 
wants to improve the home oil burner 
and develop smaller burners for doing 
odd jobs around the house. At first 
glance, this appears to put oil in direct 
competition with natural gas, which 
the oilmen also produce. 

Gas, to be sure, is an extremely 
profitable sideline for the oilmen. “In 
some fields,” agrees Rathbone, “all 
you have to do is send a man out to 
turn the valve a little wider.” But 
gas profits are a deceptive blessing. 
“Gas is sold at the equivalent of half 
the price of oil,” Rathbone points out, 
“And its widespread use has thrown 
our refineries out of kilter. It has left 
no outlet for the middle distillatest— 
and without them your crude oil 
values change for the worse.” 

The Concrete Vision. Such develop- 
ments, by practical standards, are still 
only visions. But has Jersey already 
found one radically new immediate 
use for oil? From its laboratories has 
come a process for shooting hydro- 
carbons (from heavy oil of high heat 
content) into the bottom of steelmen’s 
blast furnaces to increase their ca- 
pacity and decrease the cost of “hot 
metal” production. If widely adopted 

tLighter oil for home heating. 


VENEZUELA’S LAKE MARACAIBO: 
can its wells come back? 
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CHEMICAL ATTRACTION 


Return on money invested in the oil busi- 
ness has been dropping sharply. Leading 
petrochemical producers, by contrast, have 
suffered far smaller declines. Hence Jersey 
Standard’s increasing tendency to plow 
capital into the chemical end of its business 
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by steelmen, this one use could add an 
estimated new market of no less than 
300,000 barrels of oil a day, roughly 
5% of all the oil consumed in the 
country today. “This process can’t be 
exclusive with us, of course,” Rath- 
bone admits. “We have no lock on it. 
But everyone could take a slice of it 
—and it still could bring a big broad- 
ening of the total oil market.” 

The Crude Facts. Yet in the final 
analysis, the whole Jersey empire 
rests on a foundation of oil wells. 
slowly pumping away in the sands of 
Araby, the jungles of South America 
and the coastal waters of the U.S. 
Now of all Jersey’s ventures in petro- 
chemicals, butyl rubber or world-wide 
marketing, none has ever been as 
profitable as Creole Petroleum, Jer- 
sey’s 95° owned Venezuelan producer. 
Year after year, Creole’s hard-work- 
ing wells pumped up a golden stream 
of profit which provided no less than, a 
35% annual return on Jersey’s capital. 

Recently this gold turned to dross. 
When the Venezuelan government 
raised taxes (from 50% of net profits 
to 60%), and Venezuelan crude be- 
came hard put to compete against 
Arabian oil, Creole, which once 
brought in 50% of Jersey’s profits, 
had to cut its annual dividend from 
$3.60 to an indicated $2.60. 

Can Creole still make a comeback? 
Rathbone’s answer is yes. “While 
Venezuelan oil is at a disadvantage 
right now,” says he, “we see no reason 
why the country can’t move ahead in 
time.” 

Dollars in the Sand. Until Venezuela 
can regain its place in the sun, Jersey 
is concentrating its attention on the 
burning North African sands of 
Libya. Just 100 miles south of the 
Mediterranean, Jersey brought in the 
big new Zelten field. It also has a 
50% interest in what Rathbone calls 
“another good looking property.’ 


’ 


Adds he: “Libya is the world’s big 
new oil province.” 

Paradoxically, although oil markets 
are in the doldrums, a big new find 
like Zelten can still earn a pretty 
penny. For one thing, Zelten’s wells 
are only 100 miles from deep water, 
hence require only a short and in- 
expensive pipeline to port. Unlike 
Arabian oil, moreover, that pipeline 
does not traverse a second country, 
which would demand a cut of the 
profits. And since Libya is closer to 
Europe than is the Middle East, with 
no Suez Canal tolls, a barrel of Libyan 
oil can be shipped to England at a 
cost of 35 cents, vs. 65c for Middle 
East oil. “We have wells there,” says 
Rathbone, “as good as anything in the 
Middle East.” 

To oilmen, that means “big” oil, 
and cheap oil. Does that mean that 
crude can be produced for the 10c on 
25¢c a barrel it costs in the Middlp 
East? Rathbone answers merely: 
“It’s pretty inexpensive,” and accom- 
panies his words with a wide grin. 

The Road Ahead. For all its changes 
and colonization of new chemical em- 
pires, can Jersey Standard soon, if 
ever, regain the profitable stride it 
once maintained? 

Rathbone, not unnaturally, thinks 
that it can. This year, he points out, 
not only is Jersey covering its divi- 
dend, but thanks to depreciation, de- 
pletion and other cash sources, it also 
is generating the wherewithal to cover 
its entire capital spending program, 
including those kingsize bills for new 
chemical plants. 

“We are doing all that,” he points 
out, “at a time when I believe our 
earnings are at their very bottom.” 
From here on out, he makes plain, 
Jersey's fortunes can go in only one 
direction: up. 


POLYOLEFIN UNIT: 
in the alchemists’ footnotes 
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CORPORATE ECLECTICS 





SOME DEFLATION 


Its rocket sales are still soar- 
ing, its entertainment earn- 
ings still music to stock- 
holders ears, but General 
Tire’s oldest business is less 
well inflated with profit than 


of yore. 


ENTRANCED by its ventures into space- 
age fuels (i.e., Aerojet-General Corp.) 
and entertainment (i.e, RKO Gen- 
eral, Inc.), admirers of Akron’s ver- 
satile General Tire & Rubber Co.* 
are wont to refer to its traditional tire 
business almost as an afterthought. 
Not so, however, the Clan O’Neil, who 
built up their business from a small 
start (putting rubber shoes on Ameri- 
ca’s autos) into a complex industrial 
giant doing some $677-odd million in 
sales. “Tires,” declares General’s 
President Michael G. (“Gerry”) 
O'Neil, 38, “have always been the 
foundation of our business.” 

Less Bounce. Just how important its 
tire business still is in the General 
scheme of things was clear last month, 
when Gerry O'Neil polished up his 
report on the first nine months of 
General’s fiscal year (ending Novem- 
ber 30). Sales, to nobody’s surprise, 
took their usual course: upward. 
Over the first three quarters, they 
rose 10.7% to $535 million, a new high. 
But General’s earnings, for once, 
lacked their usual bounce: they fell 
19.7% to $16.3 million. 


*General mire f & Rubber Co. Traded Myas. 
Recent price: Price range (1960): 
81%; low, 42%. “ pividend (1959) : ight - 
2% stock. Indicated 1960 payout: 
per share $4.84. Total AS _- Sat 
million. Ticker’ AB. ~ ¢ GY. 


GENERAL TIRE’S O°NEIL: — 
more than an afterthought 
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Both Aerojet (net up 11% on 20% 
higher sales) and RKO (“a good 
gain,” said an O’Neil aide) were doing 
nicely. The real deflation was in Gen- 
eral’s bread & butter tire business, 
where earnings fell off drastically. 
“The eroding price structure in re- 
placement tires,” Gerry O’Neil glumly 
reported, “has been a major factor in 
our results.” 

General’s tiremaking operation has 
been hit hard two ways. Varying from 
section to section across the country, 
replacement tire prices are from 10% 
to 20% lower than they were a year 
ago. Meanwhile, the O’Neils, who use 
proportionately more crude rubber 
than do other tiremakers (yet own 
no crude rubber plantations), have 
faced a sharp rise in the cost of crude 
rubber this year. Says a General exe- 
cutive: “We've been catching it on 
both ends.” 

Second Best. Recently crude rubber 
prices have receded from their mid- 
year peaks. Yet no one around Gen- 
eral’s Akron headquarters is very op- 
timistic about any appreciable pickup 
in the company’s fortunes in the 
fourth quarter ending this month. 

Thus it seems likely that Wall 
Street’s analysts, who had been pre- 
dicting a net of around $4 a share for 
General this year, may have to do 
some revising. Even so, Gerry O’Neil 
is not exactly disheartened by the 
way things are going. Disappointing 
as the year to date has been, he notes, 
1960 is already the second best in 
General’s history. 


CHEMICALS 


WEARING THIN 


For one after another, the 
profitability has worn thin on 
du Pont’s once matchless tex- 
tile fibers. Now it may be 
Dacron’s turn. 


As THE South’s textile mills started on 
the cloth for the spring selling season 
last month, a new fiber appeared on 
the shuttles. It looked like du Pont’s 
Dacron. It felt like Dacron. Its chemi- 
cal composition was like Dacron. 
But the fiber was not Dacron. It 
was Fortrel, produced by Fiber Indus- 
tries, Inc. in a brand new plant in 
Shelby, N.C., with an ultimate annual 
capacity of 40 million pounds. No 
small enterprise, Fiber Industries is 
backed by the capital and technical 


* Du Pont (E. I.) de Nemours & Co. Traded 

ah age Fs ogg price: 184. Price range (1960) : 

° low, 181. Dividend (1959): $7 

In icated ‘toeo yout: $7. Earnings per share 

(1959) ‘otal assets: $3 billion. Ticker 
symbol: SD: 





PROFITS ON SKIDS 


DuPont's profits from nylon have 
tumbled mightily since 1953 when 
competition entered the field — al- 
though its nylon sales continued to 
climb. 











, att "Excluding G.M. Dividends 
100 _.A< a hw eer ch tak on 
a a a 








Based on Estimates Made by Faulkner, Dawkins & Sullivan 





resources of its joint owners, Britain’s 
Imperial Chemical Industries 
Celanese Corp. of America. 

Worries in Wilmington. The event 
caused more than a passing stir in 
the Wilmington headquarters of E. | 
du Pont de Nemours & Co. Fortrel 
(see table, p. 24) will represent du 
Pont’s first major competition in the 
polyester fiber field. For the first time 
since it introduced nylon back in 
1939, du Pont will be without a major 
textile “miracle” fiber that it can call 
strictly its own. 

Nylon ceased to be a du Pont ex- 
clusive in 1953. In that year Chem- 
strand went into volume production of 
nylon as a du Pont licensee. Subse- 
quently, American Enka, Industrial 
Rayon, Allied Chemical and Firestone 
joined the fray. In 1955 du Pont 
began getting competition in acrylic 
fibers (e.g., Orlon) from Chemstrand 

Still on Top. Not that all this com- 
petition ousted du Pont from first 
place as supplier of chemical fibers to 
the textile industry. Last year the 
Wilmington colossus produced about 
60% of the U.S.’ nylon, 66% of its 
acrylics and over 80% of polyesters. 

But being first in a market is not 
the same thing as being the sole sup- 
plier. Or so at least the figures seem 
to prove. Du Pont’s shipments of 
nylon have climbed nearly 50% since 
competition first became serious. But 
the average price of a pound of nylon 
has dropped from $2.25 to $1.52. 

According to some very persuasive 
estimates prepared by Analyst Robert 
W. Farrell for the brokerage house 
of Faulkner, Dawkins & Sullivan (see 
chart), du Pont earned some $208 mil- 
lion before taxes on nylon in 1953; 
this year it will earn about $90 mil- 


and 





CHEMICAL TEXTILE FIBERS 


Trade 
Name 


Company 

Nylon 
du Pont 
Chemstrand 
Allied Chemical 
Firestone 


industrial Rayon 
American Enka 


Acrylics 
du Pont 
Chemstrand 
American Cyanamid 
Dow Chemical 


—— 
u Pont Dacron 


Eastman Kodak Kodel 
Beaunit Mills Vycron 
Fiber Industries Fortrel 


nylon 
nylon 
nylon 
nylon 
nylon 
nylon 


Orion 
Acrilan 
Cresian 
Zefran 
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lion. Du Pont’s nylon profits thus 
dropped from 52 cents on the sales 
dollar to around 23c. 

Even for mighty du Pont this was a 
serious blow. The decline worked out 
to better thun $1 a share after taxes. 
Thus du Pcnt earned $6.51 a share 
from operations in 1956; this year it 
will do well to earn $6 on consider- 
ably higher sales. 

Dacron vs. Fortrel. Until this year, 
however, du Pont had only relatively 
minor competition (see table) in poly- 
esters. Result: a 1959 production of 
some 70 million pounds of Dacron, 
worth around $100 million, contributed 
some $40 million in profits. 

But now Dacron, with Fortrel to 
contend with, could possibly be in for 
a squeeze on profits. While the di- 
mensions of the problem are much 
smaller than in the case of nylon, it 
ould still exert pressure on du Pont’s 
earnings for several years. Which is 
one reason why DD common was 
down nearly 100 points, or 34%, from 
its 1959 high, last month. 


AIRLINES 


FORCED LANDING 


Malcolm Maclntyre’s first 
task at Eastern Air Lines was 
to make a forced landing. 
Now he has to get the com- 
pany airborne again. 


In THE not-so-long-ago days when 
350-mile-an-hour piston planes were 
good enough for the customers and 
when the rich Miami-to-New York 
run wus virtually a one-airline show, 
Eastern Air Lines* was, fiscally speak- 


*Eastern Air Lines 
Recent price: 235%. 
34; low, 23. Dividend : $1 
stock. Indicated 1960 out: $1 plus 2% stock. 
Earnings per share ( ) : $3.60. Total assets: 
$258.9 million. Ticker symbol: EAL, 


Inc. Traded NYSE 
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ing, the eagle in the U.S. airlines 
aviary. But this year the eagle has 
been doing little soaring. Once the 
most profitable of all major US. air- 
lines, Eastern has been in the red 
continuously since last spring. By 
August it had an operating deficit of 
$4.8 million on revenues of $196 mil- 
lion, due partly to a wildcat pilots’ 
strike in June. 

The job of reversing the downtrend 
(which actually started in 1957 when 
Eastern first got competition on the 
Miami route and its net plunged 
36%) has fallen to Malcolm A. Mac- 
Intyre, a lawyer and onetime Under- 
secretary of the Air Force who was 
brought in last year by aging Eddie 
Rickenbacker to succeed him as East- 
ern’s chiéf executive officer. 

Jet Headaches. So far MacIntyre 
has had only bad luck. Eastern sim- 
ply was unprepared—or badly pre- 
pared—for the switchover to jets. 
Although this clearly is not MacIn- 
tyre’s fault, it certainly is his heart- 
ache. “One big misfortune this year,” 
explains MacIntyre, “has been our 
fleet of 39 turboprop Electras. After 
the third Electra crash last March, 
the load factor of these planes fell 
substantially.” That alone, claims 
MacIntyre, has been clipping up to 
$750,000 a month from revenues. 

Instead of buying Electras, Mac- 
Intyre finds himself wishing that 
Eastern had put in orders earlier for 
more pure jets. “We currently have 
only nine jets,” says he, “and as a 
result, revenues on such key routes 
as New York to Atlanta are suffering.” 

To make up this shortage, Eastern 
has put in big orders for additional 
jets and expects 22 Douglas DC8s and 
Boeing 720s to be delivered next year. 

But in a sense, Eastern is already 
paying for more than it now has. “We 
are carrying $165 million in long-term 
debt which was necessary to finance 
much of our jet fleet,” says MacIntyre, 
“so we are servicing debt enough for 
16 jets while flying only nine of them.” 
Eastern’s current interest costs: a 
whooping $583,000 per month. 

On top of that are piled fast-swell- 
ing depreciation charges on Eastern’s 
virtually brand new fleet. “During 
1958 and part of 1959,” explains Mac- 
Intyre, “Eastern was largely depreci- 
ated. But with the Electras and pure 
jets we now have, depreciation has 
soared. This year it will be $38 mil- 
lion, vs. $20 million in 1958.” 

Airborne Again? For all these prob- 
lems, MacIntyre thinks Eastern is 
slowly getting airborne again. “By 
reducing plane miles and seat miles, 
we've made sizable savings on fuel, 
oil, maintenance and supply,” says he. 
“Also, we have cut personnel by 1,000 
to 17,300 in the past year.” 


Thus the fiscal forced landing was 
not so severe as it might have been. 
“Eastern’s emphasis in 1960,” con- 
tinues MacIntyre, “has been on put- 
ting itself on a sounder basis by 
cutting costs, providing more reliable 
service and making flight schedules 
more practical.” 

For these reasons, MacIntyre main- 
tains that Eastern is in far better 
shape right now than it has been in 
years, despite the fact that it will wind 
up 1960 “barely in the black.” He is 
prepared for the fact that earnings 
for 1961 “will be depressed by the 
jet shortage and by the progressive 
withdrawal of Electras for altera- 
tions.” But he still expects to show 
at least a modest profit in 1961. 

Flying High in ‘62? By 1962 MacIn- 
tyre expects Eastern to be flying high 
again. “By then,” says he, “all Elec- 
tras should be modified and flying 
much faster. By then the public may 
have regained confidence in them.” 

“Better still,” says he, “the very 
factors of the pure jet situation that 
are hurting now will work for us by 
1962. We already have overhead and 
personnel for a complete jet fleet, so 
the only extra costs we'll have when 
we get the rest of our jets are items 
like fuel, oil and depreciation. 

“Unless the world goes to pot in the 
meantime, we should enjoy handsome 
profits by 1962,” says he. But, as 
MacIntyre freely admits, 1962 is a 
long way off. Many things can 
change. On one thing, however, Mac- 
Intyre is determined: whatever hap- 
pens, Eastern will not be as badly pre- 
pared as it was for the changes that 
the jets and route changes wrought. 





HARD LUCK STORY 


Eastern Airlines, long a paragon of 
profitability in its industry, has oper- 
ated in the red for most of 1960. Main 
reasons: unpopularity of its large fleet 
of Electra aircraft due to crashes; too 
few jets; and an expensive strike. 
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ANY YOUNGSTOWN STEEL research is creative digging. It starts 


with what is known, then strikes out toward tomorrow. In 
Youngstown’s growing research center, well-staffed departments 
work with slide rules and hot metals. They work with abstract 
concepts and solid facts. With shapes. With welds and pressures 
and torsions and tensions. With corrosive conditions and with 
uncommon coatings. Avenues to better, more useable, more use- 
ful steel are opening fast at Youngstown, a growing force in steel. 
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\ YOUNGSTOWN STEEL research is available to you. There is 


application research to help you use steel more profitably. Metal- 
lurgical research to make new steels in answer to new problems. 
Product research to help you capture a market. All in addition 
to continuing basic raw material and process research to give you 
better steel to work with. From tiny test induction furnace heats 
to miniaturized rolling mills to technical field work, research 
works for you at modern Youngstown, a growing force in steel. 


oungstown - 


ATLANTA BOSTON BUFFALO CHICAGO CINCINNATI! CLEVELAND COLUMBYS DALLAS DENVER DES MOINES DETROIT 


THE YOUNGSTOWN SHEET AND TUBE COMPANY, YOUNGSTOWN, OHIO. 
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\ YOUNGSTOWN STEEL research touches atoms and reaches into 


space. It is a photomicrograph of blue-hued grain. A rending, 
screeching tensile test. It is a piece of paper covered with a sci- 
entist’s precise symbology. It is an idea that will improve the 
already high quality carbon, alloy and Yoloy steels you can buy 


from Youngstown. Add it up: fine steel sheet, pipe, bar, tin plate, 
rod and wire products. Reliable service. Plus creative research 
to back it up. All from Youngstown, a growing force in steel. 
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\ YOUNGSTOWN STEEL research is making the stronger, 


more workable steels of tomorrow. Economical steel, that today 
does more things better than any other metal, has vast new fields 
to conquer. From deeper-probing Orange Band drill-pipe to 
thinner gauge tin plate, to new basic steels, to bold new concepts 
of tubular construction, steel is destined to play a greater role 
in your everyday life. Depend on it, just as you can depend on 
the quality products of Youngstown, a growing force in steel. 


growing force in steel 
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A des Kingmibe Original 


This original watercolor, depicting Wall Street 
after a snowfall with the sun just breaking 
through, was created for Forbes by the famous 
American artist, Dong Kingman. It is handsomely 
reproduced in full brilliant color on an attractive 
Christmas card which will announce your Forbes 
gift subscription. 


Dong Kingman was commissioned by Forbes to 
capture this famous scene in his own unique 
style. Mr. Kingman, world renowned artist, 
teacher and lecturer, has won scores of awards 
for his watercolors which are on exhibit in the 
finest art museums and private collections in this 
country and abroad. 


Be Original — Give Forbes 


Few gifts cost so little as a subscription to 
Forbes Magazine — few are more desirable or 
such constant reminders of your thoughtfulness, 
regardless of price. And a Forbes gift is so sim- 
ple. Just make up a list of your friends and busi- 
ness associates. We'll send them the beautiful 
Christmas card reproduced above, handsign it 
with your name, and mail it to arrive at Christ- 
mastime. Best of all, the very first issue of your 
Gift Subscription will be the much-awaited ‘‘An- 
nual Report on American Business”. Then 24 
issues of Forbes will be continuing proof of your 
good judgment and generosity. Use the attached 
card or a separate sheet to list those for whom 
you choose to send this “special” gift and mail 
it now. Christmas is closer than you think! 


SPECIAL XMAS RATES 


7 1-Year Gift ia 


2 1-Year Gifts 72" Qo 


EachAdd. $@00 
1-Year Gift 5 


MAIL THIS CARD 


Use separate sheet for 
additional names and mail 
TODAY to: 
FORBES 70 Fifth Avenue, New York 11, N. Y. 








BATTER UP! 


With a new batter at the plate, 
A.G. Spalding finally connect- 
ed with the ball. 


BaseBatt fans devour statistics like 
popcorn. Yet last month, as millions 
watched the World Series, not more 
than a handful knew that one of the 
game’s proudest traditions was being 
nurtured with every pitch. For it is 
a fact that no major league game has 
ever been played with other than a 
Spalding baseball. 

Foul Ball! While this small fact 
obviously means much to the men 
who play baseball, it has brought little 
enough joy to the company that makes 
the balls. Edwin L. Parker, president 
of A.G. Spalding & Brothers, Inc.,* 
the U.S.’ largest independent sporting 
goods company, is justly proud of 
Spalding’s pre-eminence in many tra- 
ditional sports. But its earnings record 
is something else again. 

While A.G. Spalding nourished its 
baseball traditions in recent years, the 
U.S. consumer has gone in a big way 
for boating and bowling. Says Parker 
candidly: “Our major league baseball 
business means a lot more to the 
teams than it does to us. Prestige is 
one thing; I am looking for profits.” 

All during the 1950s, while the U.S. 
recreation and sports equipment boom 
roared to one record after another, 
Spalding batted out one financial 
blooper after another. - From. 1950's 
$3.12 a share, Spalding’s earnings fell 
to 79c in 1957, and no common divi- 
dends at all were paid after 1956. 

Back in the Game. In 1958, Parker 
was brought in as president. To get 
Spalding back in the ball game, 
Parker expanded his overseas activi- 
ties and put heavy emphasis on new 
and eye-catching equipment. Sample: 
a football built around a cushion lin- 
ing that.supposedly reduces fumbling 
on the field. Others: redesigned golf 
clubs and new baseball gloves. 

Spalding began connecting again. In 
his first two years, Parker raised 
Spalding’s sales 11% and pushed earn- 
ings up 70% to $1.35 a share. For the 
year that ended October 31, he did 
even better. Sales probably went 
above the $50 million mark for the 
first time, and net income topped $1.2 
million, or better on an adjusted per 
share basis than Spalding has done 
since 1954, when earnings were $1.47 
a share. 


*Spalding (A.G.) & Bros. Traded NYSE. 
Recent price: i744. Price range (1960): high, 
2934; low, 2014. Dividend (1959): 6% stock. 
Indicated ie ek 6% stock. Earnings 
per share (1959): $1.35. Total assets: $308 
million. Ticker symbol: AGS. 


But what about those fast-growing 
recreation activities Spalding did not 
get into years ago? The traditional 
baseball, basketball and golf are still 
its major fields of endeavor. “Let's 
just say we are keeping a sharp eye on 
them,” says Parker. Adds he, “Yes, we 
have done better, but I am still not 
satisfied.” 


RETAILING 


ONWARD 
& UPWARD 


The nation’s biggest retailer 

is drawing a careful bead 

on a vast market it has so far 
barely tapped. 


THE OCCASION was routine—the 35th 
anniversary of the giant mail-order 
firm’s very first move into retail 
stores. But with customary enterprise, 
cagey Charles H. Kellstadt, chairman 
of the board of Sears, Roebuck & Co.,* 
made the most of it. Having used 
catalogs, retail stores and telephone 
clerks to build up the biggest retail 
volume in the nation, Kellstadt last 
month announced that Sears, Roe- 
buck was now ready to move into 
that vast and burgeoning field known 
vaguely as “services.” 

In a way, the announcement was 
hardly news. Sears, after all, had long 
been in the insurance business (All 
State) and even had gas stations 
spotted about the country at some 
retail store sites. 

But there was no denying the size 
of the market he was drawing a 
sharper bead on. “Services” cover 
just about everything that can’t be 
put into a package and lugged home: 
haircuts, plumbing repairs, doctors, 
lawyers, tuition, hospitals, camps for 
the kids. Americans this year are 
spending some $131 billion on them, 
26% of the Gross National Product 
and more than double the amount 
they spent on services ten years be- 
fore. Says Kellstadt: “The service in- 
dustries are major competitors of re- 
tailers for the consumer’s dollar.” 

What kind of services will Sears 
move into? In a rich range of plausi- 
ble possibilities, from TV repair to 
travel agencies, Kellstadt refused to 
single out a one. He wouldn’t even 
hint. About all he would do, for now, 
was rule out a few. “I see very little 
possibility,” said he, “for over-the- 
counter medical or legal service.” 


*Sears, Roebuck & Co. Traded NYSE. Re- 
cent price: 4934. Price range (1960): high, 59: 
low, 44%. Dividend (1959): $1.30. Indicated 
1960 payout: $1.45. Earnings per share (1959) : 
so assets: $2.1 billion. Ticker sym- 
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BUSINESS ABROAD 


LIVELY TUNE 


BSR’s Dan McDonald has 

built a prosperous $30-mil- 

lion-a-year mass-production 

business around some un- 
likely products. 





ContTINUVOUs music, be it Beethoven 
or Brubeck, seems to have become a 
necessary accompaniment for much 
of modern man’s leisure activity, and 
the automatic record changer has be- 
come as indispensable to suburban 
living as the television set and the 
barbecue pit. Yet one of the brightest 
notes in this essentially American- 
instigated tune has been struck by 
a tiny ($13.1-million assets) British 
firm, Birmingham Sound Reproduc- 
ers.* Six years ago it was not even 
selling in the U.S.; now it supplies 
25% of the 3 million unit annual U.S. 
market for record changers, 30% 
of world demand. It’s profits before 
taxes have leaped from $86,000 in 
1951 to $3.9 million in 1959, and the 
stock has split three times since it 
came to the London market in 1957. 

inside Job. BSR sells to the manu- 
facturer, not the public. “We make,” 
says Chairman and Managing Direc- 
tor Dr. Daniel McLean McDonald, 54, 
“the guts of the phonograph.” BSR’s 
“guts” include the auto-change me- 
chanism, the turntable, tone arm and 
cartridge (but not the speaker or the 
amplifier). Such leading U.S. makers 
as Westinghouse, Motorola, Capitol 
and Olympic use them. BSR supplies 
all leading British makers (Decca, 
E.M.L, Pye, etc.), claims 90% of the 
British market. 


*Birmingham Sound Reproducers, Ltd. 
Traded over-the-counter. Hecent rice: 7. 
Price range (1960): high, 8%; low, 644. 

dend (1159) : 35c. Indicated 1960 payout: 52.5c 


Earnings share (1959): 85c. Total assets 
$13.1 vitor. 
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Integration. In 1951 Dr. McDonald 
(“Doctor Mac” to his workers) was 
an obscure maker of hi-fi equip- 
ment in a side street in Old Hill. The 
son of a grocer in the small Scottish 
Highland town of Fort William, Mc- 
Donald had studied engineering in 
Glasgow, then gone south to start his 
own works in a loft over an Old Hill 
scrap yard. 

But it was an accident that put him 
on the road to fortune. In 1951 Mc- 
Donald was having difficulty in get- 
ting delivery of auto-changers to put 
into his equipment. He sent out his 
assistants to buy all the phonographs 
from the local store, took them apart 
and decided that he could make 
changers himself, better and cheaper. 

By combining American mass pro- 
duction methods with British skilled 
craftsmanship, McDonald thought he 
could do it. He concentrated on mak- 
ing one product and making all of the 
product. He carried integration to the 
point of fanaticism. Says he: “We 
even make our own screws, extrude 
our own plastic and wind our own 
coils, and this gives us tight control 
of quality and costs.” One result was 
that McDonald found himself able to 
undercut his competitors. BSR-equip- 
ped were selling for £20, against £35 
for competitors’ units. 

In 1951 BSR, then a private com- 
pany, had sales of less than $1 mil- 
lion, earnings of $86,000. Its common 
stock went on the London market in 
early 1957 at the equivalent of 63c. 
This year its sales are estimated at 
over $30 million and its profits at $4 
million. Recent stock price: $7. 

While BSR sales have continued to 
soar (1960 volume will be some 30% 
over 1959's), profits have remained 
on a plateau since 1958. For the fu- 
ture, however, McDonald expects 
“substantial savings on overhead” 
from his closing of two small Northern 
Ireland plants and concentrating out- 
put at a larger one in the Midlands 


CE: 
as necessary as the barbecue pit 


BSR’S McDONALD: 
fanatical about integration 


Hares and Hounds. McDonald thinks 
that his principles of product concen- 
tration and total integration can be 
successfully applied to many othe: 
lines. Already he is marketing in the 
U.K. a tape deck (the heart of a tape 
recorder) which has brought about a 
30% cut in retail price to £20-£25 

Soon he may be in the appliance 
field. “In Scotland,” says McDonald, 
“we have a saying that if you want 
to catch the hare you run in the oppo- 
site direction to the hounds. Although 
the appliance trade is depressed now, 
I am confident there is a huge market 
just waiting for—say—a small low- 
cost refrigerator turned out by ow 
methods.” Whether he ends up making 
refrigerators or dishwashers, McDon- 
ald’s competitors can be sure of one 
thing: they are going to hear a good 
deal more from the man who made 
record changers big business 


COPPER 


SUPPLY & DEMAND 


Copper production was high 

but demand was not keeping 

pace. Result: price cuts and 
rumors of more to come. 


Ear.y last month, the inevitable hap- 
pened. The piled-up pressures of many 
months’ high-level production, slow 
demand and deepening 
counts abroad finally became too 
much for the price of copper. After 
staying precariously put at 33 cents 
a pound for 11 months—the longest 
period of stability since the Korean 
War—copper dropped a sharp 10° 

Sensitive custom smelter prices 
broke first under the strain. Ameri- 
can Smelting & Refining led the way 
with a two-cent cut to 3lc a pound 
After that, it was only a matter of 


price dis- 
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THE SPELL IS BROKEN 


The longest period of stability since the 
Korean War ended last month for U. S. 
copper, when Kennecott dropped the 
producer price by 10% to 30 cents a 
pound. 
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time before the really big producers 
slashed their prices. On Oct. 11, 
Kennecott cut its price to 30c. Phelps 
Dodge followed suit minutes later. 
Anaconda and the custom smelters 
waited only one day to do the same. 

The price line had broken in spite of 
some very favorable factors. A strike 
at Anaconda’s Chuquiamata mine in 
Chile cut off no less than 10% of the 
world’s copper supply. Anglo-Ameri- 
can Corp. of South Africa and Rho- 
desian Selection Trust planned to 
slash their African output. The still 
unpredictable Katanga situation posed 
a further threat to world copper sup- 
plies. But if supply was being re- 
stricted, demand was even more so. 
For the first nine months of 1960, U.S. 
copper consumption was just 995,000 
tons, 7% less than in 1959. 

Which raised a natural question 
among copper users: Could further 
cuts be far behind? Industrial pro- 
duction was showing few signs of im- 
provement. General Electric, which 
uses 7% of all the copper consumed 
in the U.S., was partly strike-bound. 
Opined one top copper executive: “If 
the U.S. producers want to keep the 
price stable at the new 30c level, 
they’re going to have to cut back their 
production a good deal more than the 
very shallow cuts already announced. 
If they don’t, I can see copper at 28 
cents very soon.” 

Another executive at one of the 
Big Three producers was only slightly 
more optimistic. Said he: “I think 
the price will stay fairly steady until 
the end of the year. I said I think. 
Further than that, I wouldn’t like 
to go” 
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COAL 


TRIUMPH OF 
THE TORTOISE 


In a poor year for the coal in- 

dustry, Peabody Coal, which 

specializes in low-profit (but 

stable) utility coals, is find- 

ing that it pays to be slow 
but sure. 


Investors contemplating the ill for- 
tunes of the coal industry this year 
have had ample occasion to remember 
the fable of the tortoise and the hare. 
And for such as did, there could be 
no doubt about which company was 
suited to the role of the plodding, per- 
sistent tortoise: St. Louis’ Peabody 
Coal Co.* 

Never a winner when the race is 
to the swift, Peabody Coal, the na- 
tion’s No. Two producer, was last 
month once again showing up well in 
a year of industry-wide ill fortunes. 
While such rivals as Consolidation 
Coal Co., the nation’s largest producer, 
and Island Creek Coal Co., the third- 
ranking independent coal operator, 
were frankly conceding substantial 
setbacks in profits in 1960, Peabody 
Coal was confident of a 10% rise in 
net (to about $12.5 million, or $1.26 
per share). 

Slow But Sure. Peabody, 72% of 
whose tonnage output is low-profit 
utility coals, has never been on the 
real moneymaking side of the coal 
industry. When the nation’s steel mills 
are working full blast, it is metal- 
lurgical coal that pulls in the big 
profits. But in years like these, when 
the steel industry is operating at little 
better than half its capacity, demand 
for metallurgical coal is soft. By con- 
trast, Peabody’s slow but sure pace 
brings it home a winner. 

The reason is simple. No less than 
61.2% of its coal output is tied up in 
10-15-year contracts with such utili- 
ties as Chicago’s Commonwealth Edi- 
son. While not spectacularly profitable, 
these contracts assure Peabody of 
steady markets in good years and bad. 
Moreover, Peabody’s costs are pre- 
dictably low. Economical open pit 
“strip” mines account for some 85% 
of its output. 

This year Peabody’s brass are ob- 
viously satisfied to have things tied 
up so neatly at both ends of their 
business. And for once, utility coal 
seems a business well worth being in. 
Says Peabody’s Chairman F. Stillman 


*Peabody Coal Co. Traded NYSE. Recent 
rice: 18%. Price range (1960): high 18%; 
ow, 14%. Dividend (1959): 40c. 

t 40c. Earnin 


960 payou , pe: 
$1.15. Total assets: $171.3. Ticker symbol: 


Elfred, with obvious satisfaction: “No 
one else does the utility business we 
do. I don’t think any other company 
has more than 50% of its business 
with power companies.” 

Chosen Role. Peabody’s tortoise-lik« 
career is a role of its own choosing 
Early in the 1950s, many of its mines 
were underground affairs (now it has 
only one such mine left). Aiming for 
security, it chose to emphasize strip 
mining on its strategically located 
properties (some 60% of its 2.3 billion 
tons of coal reserves are easily acces- 
sible to such low-cost transportation 
highroads as the Mississippi and Ohio 
rivers). One of strip-mining’s attrac- 
tions to prospective contract cus- 
tomers: the assurance that labor costs 
(a smaller factor in strip mines than 
in deep ones) would not soar out of 
sight. Says Elfred: “With our re- 
serves and our equipment, the utili- 
ties do not hesitate to sign long-term 
contracts.” 

While in good years Peabody is 
nothing like the moneymaker some 
coal operations are, Elfred looks to 
good growth ahead. In 1962, he notes, 
the Tennessee Valley Authority will 
put into operation a new 600,000 kilo- 
watt power station in Western Ken- 
tucky, hard by Peabody’s Paradise 
mine. At the outset, this will mean 2 
million tons of new business for Pea- 
body. Later, by 1964, TVA will be 
taking some 4 million tons of coal a 
year, or about one sixth of Peabody’s 
entire output last year. 

To sew up this business, Peabody 
last month was planning something 
big of its own: a special 115-cubic 
yard power shovel, the coal industry’s 
largest. Says Peabody’s Elfred: “You 
can be sure that we will give this 
new customer our usual good serv- 


ice! 


PEABODY COAL’S ELFRED: 
outpacing the hares 
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UGC EMPLOYEES ARE IMPORTANT SHAREHOLDERS 


More than a quarter million shares of United Gas Corporation 
stock are held by United Gas employees and their families. 
Among our more than 50,000 shareholders, United Gas employees, 
directors and their families, as a group, represent our fifth 
largest shareholder. We feel that this employee interest in 
UGC stock is evidence of confidence and enthusiasm on the 
part of the people who know 


United Gas better than anyone UNITED 
else. We're proud of our enm- EAS 
ployee-shareholders and they, 


in turn, are proud of United Gas. CORPORATION Headquarters, Shreveport, La 


SERVING THE GULF SOUTH 


wort o's tAR GEST HANDLER Oo F NATURAL GAS 
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Here is a REAL 
vote of confidence! 


NEW 1960 CENSUS SHOWS A POPULATION 
INCREASE IN THE SOUTH IN THE LAST 
DECADE GREATER THAN THE PRESENT 
COMBINED POPULATION OF 14 STATES 














If all the people now living in North and South Dakota, 
Montana, Idaho, Wyoming, Delaware, Utah, Nevada, 
Maine, New Mexico, Vermont, New Hampshire, plus 
our two new states, Alaska and Hawaii, were to pack 
up and move into Southern Railway System territory, 
the world would stand amazed. 


Yet, the combined population of these fourteen states, 
based on the 1960 census recently announced, is less 
than the population growth in the last decade of the 
thirteen states served by the Southern Railway System. 


Here is no ordinary growth pattern of a region that 
is complacently settled down to industrial maturity. 
This is the sprouting development of a fast-growing, 
vigorous industrial “youngster,” that must inevitably 
result for years to come in new and expanding markets 
for goods and services of all kinds. 


Yes, we have been saying it for years, and now the 
new U. S. census proves it to be true: this is the “era 
of opportunity” for the young and fast-growing area 
served by the Southern. Make it a time of opportunity 
for your industry, too. Come South now and grow with 
us! “Look Ahead — Look South!” 


Herey A, Wis 


SOUTHERN RAILWAY SYSTEM 


WASHINGTON, D, C 


The Southern Serves the South 





PAPER 


COMFORT ME 
WITH CASH 


Slower growth means faster 
dividends. That is so at least 
at giant International Paper. 


Ir was a paradoxical experience that 
other company stockholders might be 
experiencing in the near future. Al- 
though its earnings have shown no 
real over-all increase since 1950 and 
will be down a probable 10% or more 
this year from 1959’s $6.21 a share, 
International Paper Co.* announced 
last month it was raising its dividend. 

The increase was slight: from a $3 
annual rate to $3.15. But it probably 
foreshadowed more dividend boosts 
to come. Because its business was no 
longer growing at the old rate, Inter- 
national Paper no longer needed as 
much seed capital'as it once did. 

Thus in 1956, IP spent $137 million 
on new plants and equipment but 
raised something under $100 million 
from retained earnings and deprecia- 
tion throwoffs. But this year, IP’s 
capital spending will probably drop 
well below the originally planned 
$100 million and next year will drop 
even further. With profit margin drop- 
ping, expansion no: longer has the 
same urgency. 

Which would leave International 
Paper with all its net earnings avail- 
able for dividends or for adding to 
working capital—since it has no debt 

*International Paper Co. Traded NYSE. 
Recent price: 914%. Price range (1960): high, 
130%;: dw, 85%. Dividend (1989) ° $3 plus 2% 
stock. Indicated 1960 payout: $3.04 plus 2% 


stock. Earnings per share (1959) : $6.21. Total 
assets: $901.2 million. Ticker symbol: IP. 


IP NURSERY IN FLORIDA: 
expansion lost its urgency 
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MIXED BLESSING 


Cash flow for international Paper 
has remained barely steady over the 
past four years. But because the 
company’s enthusiasm for capital 
spending has steadily declined, there 
has been more money available for 
dividends. 














to pay off. “Under these conditions,” 
conceded Treasurer Joseph P. Monge, 
“we shall certainly be in a position to 
do better by our shareholders.” 

So the guessing on Wall Street was 
that IP’s recent small dividend in- 
crease would not be the last. IP was 
still paying out just 60% of income. 
Particularly if profits begin to im- 
prove, the company will obviously be 
able to console stockholders with cash 
for the slower rate of growth 


HOLDING COMPANIES 





A GOLD CHIP 
PASSETH 


Christiana, one of the lasi 
gold-chip stocks, is being cut 
down to blue-chip status. 


Amonc devotees of square-cut emer- 
alds and ermine lap-robes, an ap- 
propriate collector’s item has long 
been a few shares of Christiana Se- 
curities Co.* common. A few would 
suffice; for although Christiana’s 
150,000 outstanding shares are backed 
by book assets with a nominal value 
of only $41.5 million ($276.67 a share), 
they were quoted over-the-counter 
last month at $12,000 bid, $12,500 
asked. In a world where blue chips 
had become common, Christiana was 
one of the last of the gold chips. 
Even this price did not fully reflect 
the underlying fiscal realities. At last 
year-end, Christiana held 12,199,200 


*Christiana Securities Co. Traded over- 
the-counter. Recent price: $12,000. Price 
range (1960): high, $17,500; low, $12,000. Divi- 
dend (1959) : $525. Indicated 1960 payout: $440. 
Earnings r share (1959): $524.67. Total 
assets: $2.3 billion. 


shares of duPont (some 27%of the 
total outstanding) and 535,500 shares 
of General Motors, worth at récent 
market quotations nearly $2.3 billion. 
Since this represents an asset value 
of some $15,200 per Christiana share, 
Christiana common was selling at a 
21% discount from net asset value. 

Down te Earth. The days of this dis- 
count seemed numbered last month. 
Christiana President Henry B. du 
Pont announced plans for the first 
merger and stock split in the com- 
pany’s 45-year history. The merger 
is an incestuous union with Delaware 
Realty & Investment Co., a du Pont 
family-owned enterprise, whose major 
asset is about one third of Christiana’s 
own stock. Then Christiana’s com- 
mon will be split “about 80-for-1,” 
according to President du Pont. 

One main reason for the merger is 
the concern over taxes that is born 
into every du Pont. Delaware Realty 
earnings were often shrunk by as 
many as three intercorporate tax bites 
before reaching its stockholders. Thus 
$1 in General Motors’ dividends added 
less than 79 cents net to Delaware’s 
coffers. By merging into Christiana, 
one tax layer would be removed. 

Shrinking Discount? Christiana’s new 
shares, based on the current market, 
would theoretically command a bid 
price of $150. But since each new 
share will represent approximately 
one share of du Pont (recent price: 
$184) plus perhaps $2 a share in other 
assets, the chances seemed good that 
Christiana would sell at much less of a 
discount than in the past. In any case, 
something new was being added to 
the tight little world of Christiar.a and 
Delaware Realty: at least you wouldn’t 
have to be a millionaire any longer to 
own a round lot of the stock. 


CHRISTIANA SECURITIES’ DU PONT: 
three bites for the tax collector 
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CHEMICALS 


TALE OF TWO 
INVESTMENTS 


Thrown in bold contrast last 

month by the payoff in Ameri- 

can Viscose’s Chemstrand in- 

vestment was the poor result 

of its much larger outlays in 
its business proper. 


Smnce 1949, big American Viscose 
Corp.* has made two very different 
investments—with two very different 
results. Into its own business it has 
poured some $194 million for improve- 
ments and expansion. Into Chem- 
strand Corp., its joint venture with 
Monsanto Chemical, it put a relatively 
small $27.5 million. Last month Av- 
isco stockholders got a good chance 
to assess how remarkably differently 
these two investments had fared. 

Study In Contrasts. Their chance 
came when American Viscose an- 
nounced that it was selling out its 
half-interest in Chemstrand to its 
partner Monsanto. For its stake in 
Chemstrand, Avisco will get 3,540,000 
Monsanto shares worth a stunning 
$132 million at recent market. Re- 
payments of capital will have reduced 
Avisco’s net investment in Chem- 
strand to $15 million by year-end. So 
on paper Avisco will show a $117- 
million profit on the deal. It will also 
have received some $7.5 million in 
dividends from Chemstrand. 

Quite a different story is Avisco’s 
very much larger investment in its 


*American Viscose Corp. Traded NYSE. 
Recent price: 36%,. Price ran 5) (1960) : high, 
4334; low, 32%. Dividend mt $1.50. Indi- 


cated 1960 yout: . earehene r share 
(1959): $2 AS ye ag, Fe, mare 


Ticker symbol: 


AMERICAN VISCOSE’S REICHEL: 
a study in contrasts 
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own business. In the very same dec- 
ade, Avisco invested some $194 mil- 
lion to juice up and expand its own 
operations, boosting its gross property 
(after scrappings and retirements) 
by $110.2 million to $343.6 million. 
Yet despite such vast infusions of 





capital, Avisco’s business has gone 
precipitously downhill. In all, over | 
the past decade its spending has ex- | 
ceeded its total net earnings by some | 
$23.6 million. And last year, exclusive 
of its Chemstrand dividends, Avisco | 
earned only $12.9 million on its liber- 
ally bankrolled operations, or less than 
half what it earned in 1950. 

The worst, moreover, is probably | 
yet to come. In this year’s first nine | 
months, Chairman Frank Reichel’s | 
company netted only $4.2 million on 
sales of $157 million—a grim portent 
of what may be Avisco’s poorest post- 
war year. In short, even Reichel’s 
large-scale venture into cellophane, 
now about 35% of Avisco’s sales and | 
still more of its profits, has not | 
stemmed the adverse corporate tide. | 

Snubbing Success? Why then, with | 
his own operations doing so poorly, 
is Reichel now bailing out of his one 
established success, prosperous Chem- 
strand? To be sure, Chemstrand’s 
rampant growth, which last year had 
raised sales to just a notch below the 
$200-million mark, will probably now 
proceed at a lower rate of accelera- 
tion. Yet last year Chemstrand earned 
a spanking 12% net on sales (vs. less 
than 6% for parent Avisco). Why sell 
the winner? 

The Chemstrand sale, moreover, 
will probably not put a penny of 
new cash into Avisco’s_ pockets. 
To avoid a stiff tax on its gains, Av- 
isco must keep its new Monsanto 
holdings. Thus, in effect, the deal 
amounts to trading $2.5 million in an- 
nual Chemstrand dividends for $3.5 
million in Monsanto dividends. 

To be sure, Reichel still has high 
hopes for two other more recent Av- | 
isco investments outside its business 
proper: Ketchikan Pulp, its joint ven- | 
ture with Puget Sound Pulp & Tim- 
ber; and AviSun Corp., its partner- 
ship with Sun Chemicals set up last 
year. Ketchikan, however, has yet to 
pay back a penny on Avisco’s $14- 


million investment, though last year | 


it did show earnings of $3.1 million 
on sales of $28.9 million. AviSun will 
not complete its 75-million-pound | 
polypropylene resin plant until 1961. 
No Answers. Thus last 
news of the Chemstrand sale could 


only further furrow brows among al- | 
ready perplexed Avisco stockholders. | 


Why was Avisco parting from its one 
conspicuously successful postwar in- 
vestment? 
lips tight-buttoned, came no answers. 


month’s | 


From Avisco’s boss, his | 


SAVE 257 


MATSON 


« SOUTH 
2SEAS 
CRUISES 


| Save 25% on regular one-way fares—as 
| much as $745—on four special Matson 
cruises. 42-days to “‘Ports of Paradise’ 


| aboard the oniy First-Class liners in 
| South Seas service... 
| visiting both Tahiti and Pago Pago, plus 


. the only liners 


New Zealand, Australia, Fiji, Hawaii. The 
SS MONTEREY sails March 19 and May 3 


| the SS MARIPOSA April 5 and May 21 


Each sailing from San Francisco, follow 


| ing day from Los Angeles. Fares from 


$937.50. Passenger lists limited; 
your travel agent soon. 


Aliso weekly sailings of the LURLINE or 
MATSONIA between Hawaii and California 


ce idwal NY At eS une | “a a4) 5* vA’ 
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smart 
truck 
users 
choose 


way to lease tricks 


becouse it's national! 
in experience and 
service-loca! in costs 
/ and controls 


supplies everything but the 

; driver at flexible, locol-level 

costs. On-the-spot management provides 

highest efficiency; full-service, one-invoice 
truckleasing—the LEASE-FOR-PROFIT woy 

Lease ao new Chevrolet, or other fine truck, 

operate it as your own with no investment, 

no upkeep. 

For facts 

Profit’’ 


about full-service, ‘‘Lease-for- 
truckleasing—and the nome of your 
firm, write: 


NATIONAL TRUCK 


Nationaljease Serving Principal Cities 


of the United Stotes, 
Conade, and Puerta Rico 


ie 


23 E. JACKSON BLVD., SUITE: R-11 © CHICAGO 4, ILL. 





| INDUSTRY 


PROMETHEUS 
BOUND 


Is Yankee inventiveness, that 
cherished article of national 
pride, today only an illusion? 
Here is a shocking answer. 


More than money, more than might, 
| U.S. industry has prided itself on a 
less tangible asset, its legendary 
know-how. Confident of the Prome- 
thean power of Yankee inventiveness, 
American industry has elevated re- 
search into a primary canon of the 
| industrial faith. In this pious devo- 
tion, this year alone it is spending an 
estimated $12 billion on the organ- 
ized exercise of Yankee ingenuity. 

Last month some of America’s 
truest true believers met with a 
shocking challenge to their confident 
faith. Convening behind closed doors 
in Washington with officials of the 
Patent Office, electronics industry 
officials were warned that America’s 
inventive hand had lost much of its 
cunning. No longer, said several 
solemn speakers, can the United 
States justly claim to be the most 
inventive nation in the world. 

The documentation of this charge, 
reported only fragmentarily, came 
from Frank A. Howard, chairman of 
the famed Sloan-Kettering Institute 
for Cancer Research. Far from lead- 
ing the world in inventiveness, said 
he, the U.S. today actually ranks near 
the bottom among established indus- 

There’s a new reflection in the St. Johns River in the heart trial countries in per capita invention. 
of busy Jacksonville. Mirrored in the rippling river and His challenge won quick support 
rising 17 gleaming stories into the sky above is the new from Dr. Lawrence Jaffe, president 


3 ; ‘ of Polarad Electronics Corp. of Long 
general headquarters of the Atlantic Coast Line Railroad. Island City, N.Y. Part of the blame, 


This new building in a new home town marks a significant suis ot ace es anced 
: ° . Si . 

step forward for the Coast Line. We believe it also stands climate in the United States,” said he, 

as an apt symbol of the refreshing transition now at work “ts mot as Canducive to inventiveness 

throughout our industry ...one which promises unparal- as it should be.” 

leled expansion and modernization of rail services and But a good part of the blame Jaffe 

facilities. laid directly at the door of U.S. in- 
dustry itself. Under the aegis of in- 

Coast Line’s new home at the center of our operations dustry, he charged, American scien- 

in the growing South is tangible evidence of our faith ¢ tists are subjected to myriad restric- 


‘ a : tions that promote conformity, which 
in this new era of more and better services for is teat tobi: camden wank. Teo 
our customers. 


often, he added, corporations take a 
“team approach” to research instead 
of encouraging individual initiative. 
So last month came into question a 
sien One Seatnedet Coastal © fundamental article of national pride, 
Res sy: the cherished heritage of Franklin, 
rboboresdees dick Whitney, Howe and Edison. So too 
(’ (} A CT N c came into question the future of one 
— c Se Seen = of U.S. industry’s supposedly most 
tf fruitful assets: its liberally financed 

scientific research. 
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Sept. Oct. 
157.0 
119.3 
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131.1 
162.2 
134.1 


154.0 
118.9 
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164.1 
134.2 
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Dec. Jan. Feb. March April 
165.0 
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136.7 


168.0 
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May June July Aug. Sept. 
(prelim) 
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THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


Random Observations 


Since the turn of the year, this col- 
umn has observed that we are living 
in a new and different market en- 
vironment—one which has manifested 
itself in three distinct ways: 

1) On broad view, the market has 
reflected not only a changed over-all 
background, but new concepts of— 
and sources of demand for—com- 
mon stocks. Certainly, the success 
stories written in past months by a 
handful of stocks in the face of strug- 
gles by many is proof of the point. 
But the selectivity representative of 
today’s markets goes even deeper 
than is generally appreciated. In a 
great many cases, there has been 
inter- as well as intra-industry diver- 
gence of trend. To express it a little 
differently, the price divergence has 
been not only in, say, the electronics 
vs. the steels, but in varying price 
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patterns within 
the department 
store stocks, the 
drug stocks, etc. 

2) Last summer, 
when science and 
electronics were 
magic words in 
the stock market, this column dourly 
noted that styles in speculation 
change, that growth often can be 
found in the least expected places. 
Fact that penance now is being paid 
for last spring’s sins of omission and 
commission is beside the point. Rather, 
there are a great many illustrations 
of the facts that: a) Glamour doesn’t 
command a constant price. b) Corpo- 
rate size and stature are not a sub- 
stitute for judgment. The downtrend 
in Aluminum Company of America 
since 1959 vs. the steady uptrend in 


Brunswick Corporation 
the point. 

3) In a sense, the stock market is 
like a department store: it offers a 
wide variety of merchandise. Further, 
just as the discount store competes 
with Main Street,-so stocks compete 
with each other for the security 
buyer’s dollars. Moreover, just as the 
average family shops for its needs 
at different times, so individual stocks 
usually record their high and low at 
different times. There’s no particular 
unanimity to corporate life cycles 
Witness the fact that the aircrafts and 
oils made their lows in the first half 
of the year—and today are among 
the more attractive groups. 

These illustrations of the new facts 
of life in the stock market are subtle 
rather than obvious. But they never- 
theless are important guideposts in 
a period which is testing the security 
buyer’s nerves. No question about it, 
selectivity will remain king only if a 
major recession continues to be 
avoided. In this connection, the latest 
evidence is more reassuring than 
otherwise. Note the comments of Per 


is proof of 
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Dun & Bradstreet 
offers a new and unique 


opportunity to help 
make your future Th pe 
Jinancially secure 


Dun & Bradstreet 
Personal Investment 
COUrSe x... 


EACH man and woman — 
working or retired 


As rising taxes and prices take more and more of your earnings, it comes as 
a shock to realize savi you may have thought would be enough to live 
on years hence now look pretty small. The fact is few men and women, 
indeed, can assume the number of dollars they plan to get someday from 
pensions, social security, and the like will see them through when their 
earnings drop or stop. 

Is this your worry, too? Then the Dun & Bradstreet Personal Investment 
Course is your answer. For investment is one of the few remaining ways 
that a person can earn an income from dollars saved and can often increase 
the number of dollars at the same time. It is also one of the surest ways to 
make savings multiply fast enough to keep pace, at least, with the rising 
cost of living. 

Course shows how, step by step. This Personal Investment Course shows you 
how to accumulate capital through investment—how to organize your 
savings, insurance, Pr other investments into a master plan designed 
to attain the financial goal you set for yourself—for current income and 
the years ahead. 

You learn at home in your leisure time. The Course consists of 13 units of in- 
struction. A unit, with questions to be answered, is mailed to you each week. 
You have two options: (1) mail your answers back to us, and we will grade 
your assignments and return them to you with pertinent comments or . 

(2) you can grade your own answers. We mail you model answers one week 
after you receive each study unit. The gains you can expect from developing 
your own program to invest your money wisely will more than justify the 
small cost of either option of the Course. On either option, the material 
used is the same. Along with the first lesson a handsome binder is sent so 
that as each lesson is added an excellent permanent reference book for 
future use is created. 


This special, new Course was prepared by top investment authorities. It 
is BASIC TRAINING for the new investor and for any investor who wants 
to re-evaluate his or her program in the light of significant new business 
developments: Written in easy-to-understand, NON-TECHNICAL LAN- 
GUAGE, the Dun & Bradstreet Personal Investment Course describes the 
many different types of investment, shows you how to select investments 
for growth and income, how to interpret financial facts, anticipate trends, 
appraise risks, analyze common stocks by industry, by company, by 
price/earnings ratio and dividend yield, and, most important, how to plan 
your own program. 

fe To —Tl full Mee & a 

the coupon ell 

describing the Course. ne aleeton 


— —— a a ee a ee me eee neem 
DUN & BRADSTREET, INC., Business ae eee 
Box 283, Murray Hill Station, New York 16, 


Please send me your FREE booklet about ni new DUN & BRADSTREET 
Personal Investment Course. 
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| Jacobsson and Treasury Secretary 
Robert Anderson, the upturn in the 
machine tool business and the pos- 
sibility that the steel industry has 
| seen the worst, not only for 1960 but 
| 1961 too. 

It’s also possible that the widely 
heralded 1961 recession not only has 
been here, but will end soon. And 
1960 started out by doublecrossing 

| popular expectations—-and it may end 
that way too. 
| True, anyone who maintains active 
contacts with industry finds that the 
preponderance of opinion is to the 
| effect that 1961 will be no better than 
a “fair year.” Moreover, most busi- 
| nessmen say that the fall upturn has 
been conspicuous by its absence. But 
there are at least three compensa- 
| tions: a) With something like 10% 
| of the list down 50% or more from 
the bull market highs, a great deal 
has been discounted. b) Many impor- 
tant market upswings have come from 
a technical and psychological back- 
ground similar to last September and 
early October. c) Some of the com- 
| panies that are relatively “blue” about 
| the outlook see a chance for higher 
earnings next year. 

Even if the adjustment to life with- 
out inflation results in a continued 
gentle sag in the economy, there are 
compensations in the facts that: a) 
The psychological readjustment al- 
ready has been witnessed. b) The 
bulk of a market decline always takes 
place before the business index tum- 
bles. This was true in the fourth 
quarter of 1957 when, like two months 
ago, a so-called resistance area was 
decisively penetrated on the down- 
side. Significantly, there were many 
trading opportunities once the initial 
shock had passed. 

In previous columns the aircrafts, 
movies, natural gas and oils have been 
mentioned as the most interesting 
groups under present conditions. The 
tobaccos merit mention too, particu- 
larly our old favorite Philip Morris, 
where the important considerations 
are: a) This year’s earnings should 
be in the area of $5.50 per share as 
compared with $5.11 in 1959. b) Next 

| year could be even better, for the 
| company’s Milprint packaging sub- 
| sidiary has had a number of problems 
| peculiar to its own operation which 
| now are over. c) The company has a 
| good chance to make an important 
“play” in the king-size cigarette mar- 
ket with its new Commander brand. 
With filters now accounting for over 
half the total cigarette market, the 
innovations have to be in other direc- 
tions for a special sales stimulus. 
United Air Lines is another attrac- 
tive speculation at the present time. 
Whereas a year ago the company was 
(CONTINUED ON PAGE 51) 
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AUTO STOCKS NOW: 


Will the automobile industry lead 
the economy up again next year? 


The massive economic impact of the $20 billion auto- 
mobile business on other industries makes Value Line’s 
newest Reports on the Auto Stocks a timely and valuable 
guide—even for investors not directly concerned with 
these stocks. 


These Reports—which you are cordially invited to 
send for now—will give you clear, objective answers to 
such vital questions as these: 


¢ Is the Auto Industry likely to lead the economy out of 
its current recession? 


Have we already seen the end of the decline in car sales 
and production? 


Or is there still more bad news ahead? 


Should you buy certain Auto Stocks now? Sell any you 
now have? Or simply “sit tight”? 

When could a new advance in Auto Stocks reasonably 
be expected? 

Which Auto Stocks at current prices, offer the best 
values, are in the best position, looking ahead 12 
months or 3 to 5 years? 

What is the Quality Grade (a composite of managerial 
ability, financial strength, competitive vigor) of each 
Auto Stock? 

What are the expected dividends and earnings of each 
stock for the next 12 months? 3 to 5 years hence? 
How suitable is each stock for your own specific invest- 


ment goals? 


We will send you—without charge under the offer be- 
low—the comprehensive Value Line Reports on the indi- 
vidual stocks in this and five other key industries. All in 
all, you will receive full-page reports on each of 77 stocks, 
among them: 


American Motors 
Studebaker-Packard 
General Tire Aviation Curtiss-Wright 
General - tesa Boeing Airplane Martin Company 
Lockheed wee iorecrenios United Aircraft 
Allis-Chalmers Gru Republic Aviation 
American Bosch Arma Bougles ‘Aircraft Chrysler 


Ford Motor 


Goodyear 
North American 


General Motors 


Moreover, in view of what has just taken place in the 
general market, you will also receive a complimentary 
copy of Value Line’s new summary-guide showing which 
of 1,000 stocks under continuing analysis now stand at 
underpriced levels. For each stock you will have Value 
Line’s specific appraisals for (a) the next 12 MONTHS, 
and (b) the next 3 to 5 YEARS. 


All these Reports will be sent to you without charge 
in conjunction with Value Line’s Guest Subscription offer 
which, for only $5 (less than half the regular rate), 
brings you the cs 4 weeks of complete service, including 
the timely ana tyes, projections, and recommendations 
listed below. (If for any reason you are not completely 
satisfied that you have acquired one of the best invest- 
ment bargains of your life, your trial fee will be re- 
funded without question.) 

(1) COMPLETE GUIDE a a Yale Line’s unique “one minute” 
method of pre-testing stoc 
(2) FULL-PAGE RATINGS vol REPORTS on each of 300 


eee Se Investment Suitability Meas- 
urements for eac 


COMPLIMENTARY 


Under this offer you also receive the following specia! aids 
-—without charge: 


A. Value Line’s SUMMARY OF ADVICES ON 1000 MAJOR 
STOCKS AND 50 SPECIAL SITUATIONS, with Value 
Line's objective measurements of Probable Market Per- 
formance in the Next 12 Months, Quality, Yield and 
Appreciation Potentiality over a 3-to-5-year pull 
“INVESTMENT OPPORTUNITIES IN THE NEW 
SPACE AGE” a long-range survey of prospects for the 
Aircraft & Missile, Electronics and Chemical Industries 

“THE EVALUATION OF COMMON STOCKS”—Arnold 
Bernhard’s new book (regular $3.95 clothbound edi- 
tion). In this lucid book the research director of the 
Value Line Survey explains the principles behind Value 
Line’s method .. why stocks are not always worth 
what they sell for ... how they are sometimes carried 
too high, sometimes too low by mass excitement 

how to project the normai value of stocks into the future 











Four “ESPECIALLY RECOMMENDED STOCK-OF-THE- 
WEEK” REPORTS (As a group, those already recom- 
— have far outperformed the Dow-Jones averages 
this year.) 
r AT THE MUTUAL FUNDS ARE BUYING AND 
SELLING”—a new Value Line feature in which the net 
changes in the Layo, J of each individual stock by all 
the leading Funds are n , 
Crogne Analyses of * "WHA T COMPANY OFFICERS AND 
IRECTO RE BUYING AND — LING” — weekly 
THE BUSINESS PROSPECT—wee 
STOCK MARKET PROSPECT weekly 
RECOMMENDED INVESTMENT POLICY—weekly 
BEST STOCKS TO BUY OR HOLD NOW for specific 
investment objectives—weekly 
VALUE LINE BUSINESS FORECASTER which shows the 
trend of 7 economic series whose turning points have con- 
—— preceded cyclical turns in economic activity 


weekly 
A NEW SPECIAL SITUATION ANALYSIS 
SPECIAL SITUATIONS FOR HOLDING NOW 
ALL SPECIAL SITUATIONS SOLD—scores of which had 
doubled and trebled in price. (For 20 years, the Value 
Line Survey has been recommending one Specia! Situa- 
tion cet. The com) regardless of the trend of the general 
market e com —- record will be submitted to 
oe under this 
SUP ERVISED "ACCOUNT REPORT, which gives ad- 

rian notice of all changes to be executed in the future 
in a real portfolio—supervised as a “model” account for 
the average investor. Also gives complete record of 20- 
year results to date. 
WEEKLY SUPPLEMENTS a 
4 WEEKLY SUMMARY- INDEXES including the very 
latest Ranks and Ratings on all 1000 Stocks and more than 

Special Situations under constant year-round watch 


To take advantage of this Special Offer, 
fill out and mail coupon below 


Name 
Address 


City. ‘ 
Send $5 to Dept. FB-164N 


THE VALUE LINE 


INVESTMENT SURVEY 


Published by ARNOLD BERNHARD & CO., Inc 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y. 
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BE FINANCIALLY 
INDEPENDENT! 


Qwn Your Own Licensed, 
Unattended Coin-Matered 


WESTINGHOUSE 
LAUNDROMAT® 


equipped laundry store! 


We have helped plan over 10,000 profit- 
able laundry stores, now owned and oper- 
ated in spare time by professional people, 
small-businessmen, investors, skilled and 
semi-skilled workers. Prestige Laundromat 
laundry stores are proven money-makers, 
can work for you 24 hours s day, 7 days a 
week, b all t is coin- 
metered and operated by customers with- 
out attendants. Our staff of over 500 field 
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Licensed Westinghouse Laundromat Store. 


For information, wire, call or write: 


ALD, Inc. 


7057 N. Western Ave., Chicago 45 
OFFICES IN 49 PRINCIPAL CITIES 
ALD CANADA, Ltd., 54 Advance Rd., Toronto 
©ALD. inc. 1960 














General Tire & Rubber 
WARRANTS 


Why did General Tire & Rubber 
"ARRANTS move from 5 to 63, multi- 
plying 12 times, at the same time that Gen- 
eral Tire & Rubber COMMON was movin 
from 22 to 86, multiplying less than 
times? 
Answer: Warrants are long- -term (2, 5, 10 
years, even perpetual) rights to buy com- 
mon stock at a aa price. Thus, Gen- 
eral Tire & Rubber ‘$25’ warrants -_* ag 
right to buy comanan stock at § 
(and then at a s htly h - ay oa 
to 1967, when they expire). In erate 1957 
the warrants were al ing at 5 with the 
comne at 22, at which price for the com- 
Beg oy had no actual value. 
‘ood is the right to buy a stock for 
$355 ween that stock is selling in the open 
market at $221) But a warrant is a leng- 
term right and when General Tire & Rub- 
r common moved to a high of 86 in 1959 
the warrant was now worth a minimum of 


sim 

eral Tire & Rubber by -g had to move 
up 3 times as fast as common stock. 
Messege To Profit-Minded investors: There 
are currently over 90 actively Ly on 
long. -term warrants on such stocks as 

eral Tire & Rubber (3 different walreete), 
Martin Co., Sheraton Corp., Hilton Hotels, 
Mack Trucks, Textron Aiieghany Corp.., 
Armour, Kerr McGee. Moly! enum Corp., 
Sperry Symington Wayne and Tri- 
Continental, = name some. y are high- 
levera; Be as _we have described (The Gen- 
eral *$75' warrant went from 4 to 
195 between 1956-59!) means that 
warrants can make you a good deal of 
ang Fo if you a when to buy them, haridied 
n 


peer you gh A Be ‘spec 
Sides Prfed oN, Stott WAR: 


prepa. to take advantage ot 
Seoue aeerten es 


the next “market move. /-praised 
from coast to coast, the 1 , *- 
yours for $2, telling you the 
of the comm warrant, describing 
125 warrants you a —— about, 

a me ich e.~ can 
— rom warrants n today’ market. 

nd $2 today to R.H.M. A 


Avenue, New York 1, 
N. Y.. or send for free descriptive folder. 





| service 
| industries, 
| security and pensions, spendable in- 
| come stands up better than it used to 
| when heavy industry became relative- 
| ly depressed. Furthermore, this em- 
| phasis on less cyclical factors tends to 
| prevent recession from degenerating 
| into depression. Much of the former 











MARKET COMMENT 


by L. O. HOGPER 


This Divided Earnings Environment 


Just now there are two business sit- 
uations. Heavy industry is in a re- 
cession. Most of the consumption in- 
dustries are doing well. Many of the 
consumption industry shares (Corn 
Products, Heinz, Reynolds Tobacco, 
etc.) lately have been around the tops 


| of the bull market, while the bulk of 
| the heavy industry shares are down 


% to 60% from their bull market 
tops. The DJ industrials overstate the 


| decline in the consumption industry 
| shares and understate the decline in 
| the heavy industry shares. 


Such widely used measures of eco- 


| nomic weal and woe as the Gross 


National Product (GNP) and the Fed- 
eral Reserve Board index of produc- 
tion, in late years, have become more 
heavily weighted by consumption in- 
dustry and service industry factors 
and less heavily weighted with heavy 
industry factors. That is entirely 
proper since farm income, rail traffic, 
steel production, metal production and 
construction are a smaller percentage 
of the whole economy, and consump- 
tion industries and service industries 
are a larger percentage of the econo- 
my, than formerly. Economists, of 
course, can debate the proper weight- 
ing; but the trend has been away from 
heavy industry. 

Unquestionably, because of the shift 


| in comparative emphasis in its make- 
| up, the economy is less vulnerable to 
| larger recessions and depressions than 
| formerly. Because fewer people de- 
| rive their livelihood from cyclical in- 
| dustries, farms and factory employ- 


ment, and more people depend on the 
industries, the consumption 
government jobs, social 


fatal snowballing of trouble has been 


| cancelled out. 


That does not mean that the econ- 
omy, when this bear market and 
heavy industry recession is over, will 
go back into the state of boom it has 
enjoyed most of the time since 1948 or 
1949. The impact of the war-created 
inflation (too much money and not 
enough goods) has been spent. Naive 
and mistaken ideas about “growth” 
(growth was a disease in speculative 
quarters) are being exploded. There’s 
enough of everything and capacity to 
make more than enough. In most 
areas of the economy, I think, we 


are faced with 
the psychological 
problem of living 
without boom. 

That does not 
scare me, nor does 
it make me think 
that the = stock 
market will be lacking in money-mak- 
ing possibilities. It will be harder than 
in the past to make good selections, 
and I anticipate that investors should 
be more willing to take good profits 
when they accrue and should be less 
inclined to buy stocks “for keeps.” I 
think we have got to liquidate some 
of these ideas about geometrical pirice- 
earnings ratios and become more 
conscious that it pays to get a dcllar’s 
worth of value when you spend a 
dollar in the stock market. 

Over the near term, regardless of 
election results (which I regard as of 
only passing trading importance), ! 
expect the market to blow hot and 
cold as it tries to establish a base. 
Over the remainder of the year, I do 
not expect the DJ industrials to sell 
as high as 640 or as low as 520. I ques- 
tion whether the recent low of 565.49 
(intra-day) was the bottom, but I 
think it may have been within 10% 
of the bottom. 

Probably we have seen the bear 
market lows in a majority of stocks. 
Just as the bull market highs were 
made over a long period (some as 
early as 1956), the lows probably will 
not be made all at once but over a 
period, perhaps a shorter period than 
it took to establish the highs. 

I wonder if we have not seen the 
lows in most of the oils, in the oil in- 
dustry equipments, in most of the re- 
tail issues, in the aircrafts, and in the 
airlines. I question whether we have 
seen the lows in the steels and some 
of the other heavy industry shares. I 
question whether we have seen the 
lows in electronics and science is- 
sues—at least in most of them. I am 
sure this market is going to “take its 
time” even if it may seem “in a hurry” 
some of the time in recent weeks. 

Kerr-McGee Oil Industries, Inc. 
(48), down from a high of 75% in 
1957 and a high of 70%% in 1959, looks 
like a good stock to own. Earnings 
appear to have taken a turn for the 
better. Some think it has been earning 
about 50c a month recently. This 
company is a treasure house for natu- 
ral resources, oil, gas, potash, ura- 
nium, etc. While reported earnings in 
recent years have been in the range 
of $2 a share ($2.71 in the year ended 
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June 30), cash flow has been fluctuat- 
ing around $7 to $9 a share. 
Garrett Corp. (52) was mentioned 
in the Sept. 1 issue when it was sell- 
ing at around 50. I would stay with 
this stock. Earnings for the year to 
end next June easily could be around 


$7 a share against $5.42 last fiscal | 
year. This long has been an under- | 
valued stock and people are begin- | 


ning to appreciate it. 


Interstate Department Stores (47) | 


looks fairly priced in relation to po- 


tential earnings of perhaps as high as | 
$6 a share in the 1962 fiscal year. Net | 


for the year to end January may be 
around $4. This company has a very 


smart financial and operating man- | 


agement and is trending into the dis- 
count store type of merchandising. 
Phillips Petroleum (49), frequently 
mentioned in this column at lower 
prices, recently sold at a new high for 
the year. The $1.70 annual dividend 
may be sweetened. Phillips is a com- 
pany which has a high chemical in- 
dustry emphasis and a heavy natural 
gas flavor. The large capital expendi- 
tures of recent years are beginning to 


develop into rising per share earnings. | 
Richfield Oil’s (83%) earnings are | 
understood to be running between | 


10% and 20% ahead of a year ago. Last 
year reported earnings were $6.85 a 
share, cash flow earnings $15.87. Oil 


analysts tell me they like the stock. | 


It sold as high as 111 last year. 


General Railway Signal (27) is a | 


fast-moving stock because of the small 
number of shares issued. This com- 


pany has been developing some chal- | 
lenging new products in the field of 


electronic controls for locomotives, 
subway cars and aircraft. It will show 
close to $2.50 a share earned this year 
in spite of difficult conditions in the 
railroad industry, which still is the 
company’s big customer. On weak- 


ness, I think patient people can buy | 


this stock for rather good results. 
Some of the company’s products, of 
course, will encounter the most violent 
opposition from labor unions. 
Brunswick Corp.’s (74%) 1960 
earnings will be nearer $5 to $5.25 a 
share than the “better than $4 a share” 
mentioned in the Sept. 15 issue. Bowl- 
ing backlog is as high as a year ago. 
There is a theory in some quarters 
that automobile production will be 
larger than retail sales during the rest 
of the fourth quarter and through 
1961's first quarter. If this is true, 
motor stocks may be better holdings 
from now till into March than in the 
second quarter of next year. Earnings 
could look good for the fourth quar- 
ter of this year and the first quarter 
of next. Under present conditions, I 
tend to look on Ford and Chrysler as 
trading stocks rather than issues to 
own without regard to price changes. 


ForBES, NOVEMBER 1, 1960 














ee ee 


OUR BASIC 
POLICIES 
FOR — 
INVESTORS 





The customer’s interest must come first. 

We make no service charges of any kind. 

We charge only the standard commissions of the New York Stock 
Exchange, or those of any other exchange on which an order is 
executed. 

Our account executives are compensated on a salary and bonus 
basis rather than commission. 

We are prepared to help investors, large and small. We welcome 
their requests for opinion or advice, and we offer the help of our 
Research Department, without cost. 

Our officers and managers are available for consultation with all 
customers. 

If the firm or its officers have an interest in the securities of a 
company, we disclose that interest and indicate its general size 
in any printed report we issue on that company. 

No officer or employee is permitted to gain personal benefit from 
advance knowledge of any information that we publish about 
securities. 

Before we sell a security owned by the firm, we disclose to the 
buyer that we are acting as a principal and not as a broker or agent. 
Whenever we have a public offering of securities, no officer or 
employee can buy until customers’ orders are filled. 

To assure financial soundness, our capital will always exceed any 
requirements imposed on the firm. 

We publish an annual report in which the facts about our opera- 
tion are made public. 

We aim to provide the most efficient physical facilities possible to 
assure fast and accurate handling of all orders. 

Because we believe it is in the public interest for more people to 
own securities, we maintain a broad program of public education 
about share-ownership. 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
132 offices in U.S., Canada and abroad 














AT 39 | BEGAN 
A NEW LIFE 


By a Wali Street Journal 
Subscriber 


When I turned 39, I began to worry 
about my future. I wasn’t getting ahead 

One day I picked up The Wall Street 
Journal. I always thought it was a paper 
for big executives. Imagine my surprise! 
In the pages of that amazing newspaper 
I found just the help I needed. I found 
ideas on how to keep my taxes down — 
ideas for earning more money. I also 
found some good ideas for the company 
I work for. 

I subscribed to The Journal, and it 
began to put me ahead right away. 
During the past few years, my income 
has increased from $9,000 to $14,500. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the US., The 
Journal is printed daily in seven cities 
from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you. Address: The Wall Street Journal, 
44 Broad St., New York 4, N. Y. FM-11-1 

















HOW TO MAKE | 


SHREWD 
SPECULATIONS 


in stocks under $5 or $10 


Now you can get revealing reports giving 
expert analysis and opinion on investment 
bargains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
are well managed, have good earnings 
prospects, yet are overlooked by the aver- 
age investor. We specialize in the selection 
of these stocks selling under $5 or $10. 


FREE TRIAL OFFER: No obligation. 
Just send name and address on a postcard— 
or mail coupon below—for a full month’s 
subscription. See for yourself how you can 
benefit from “hidden” stocks that may 
show unusual profits on just a small in- 


r 
| Selected SecuritiesResearch,Inc., | 
| Dept. F-92, Seaford, L.!., New York 


Veuis mse gout SGU) musetin Gb Sicmeeunel 
| FREE trial. 


STOCK ANALYSIS 


by GEORGE J. HENRY* 


Investment Vistas Down Under 


THERE ARE few countries, if any, which 
can look forward with greater con- 
fidence to economic expansion during 
the next decade than Australia. 
Australia has a land area of ap- 
proximately the same size as the 


| United States. Up to the outbreak of 
| the European war in 1939, it was 


almost an entirely agricultural coun- 
try with wool as its staple. World 
War II tended to start industrializa- 
tion of a more or less emergency na- 
ture, but subsequent to the end of 


| the war in 1945 industrialization con- 


tinued and gathered momentum dur- 
ing the last ten years. By 1958 a great 
deal of diversification was achieved, 
and the balance in the economy was 


| sufficient to enable Treasurer of the 


Commonwealth Harold Holt to say in 
a public address with reference to the 


| 1958 U.S. recession: “The expansion 
| of secondary industries has assisted 


the Commonwealth to weather falls 


| in the price of wool, which would 


have spelt economic disaster to an 
earlier generation of Australians.” 
At the same time, a vigorous im- 
migration policy has been pursued by 
the government of the Common- 
wealth. This policy, which is con- 
fined to the aiding of immigrants of 
European origin and aims at bring- 


| ing in annually approximately 1% of 


the present population, has helped to 
build up the population of Australia 
from about 6 million in 1939 to over 


| 10 million in 1960. The increase dur- 
ing the last decade was around 28%. 


However, even with 10 million souls 


| and allowing for the fact that climati- 


cally some of the country is unsuit- 


| able for expanded population, ob- 
| viously a country equivalent in size 


to the United States and rich in nat- 
ural resources (some of which are 
as yet entirely untapped) is capable 
of tremendous expansion. 

“The process of industrialization is 
continuing at a rapid rate. Gigantic 
power projects are being pushed 


| through. The Snowy Mountains Proj- 
| ect, which alone will cost around $1 
| billion, will provide a vast new 


source of hydro-electric power. The 


| exploitation of brown coal in the Lat- 


robe Valley in Victoria is being un- 
dertaken. It is estimated that its re- 
serves of proven coal suitable for 
open cut working exceed 22-million 
tons. It is being turned into the most 
important power and fuel center in 
the Southern Hemisphere. 

American corporations have not 
been slow to take advantage of the 
possibilities afforded by the dual fac- 


tor of rapidly in- 

creasing industri- 

alization and an 

annual increase in 

the population of 

2.25% (through 

immigration and 

natural means), 

which makes the 

expansion rate of the Australian pop- 
ulation the greatest of all nations that 
we consider to be of a Western cul- 
tural background. By 1960 no less 
than 800 American corporations had 
direct investments in Australia. The 
marriage of foreign capital and tech- 
nical ability with Australian resources 
and potential has proved to be of 
great mutual benefit. 

The political background is stable. 
The Liberal government of Robert 
Menzies has been in power for 11 
years. The opposition party is a labor 
party, but it leans to the left only 
mildly and during its previous term 
in office proved itself to be mod- 
erate and realistic. It actively en- 
couraged the expansion of industry 
by granting favorable tax allowances 
for investments in new plant and ma- 
chinery. 

Every factor tends to show that 
Australia is one of the countries of 
the free world available for secure 
and profitable investments, both for 
industries and private individuals. 

It is not surprising that the more 
sophisticated type of investor has been 
buying carefully selected Australian 
shares in companies which would 
benefit directly from an increase in 
the population and of industrialization. 
Many of these companies, such as 
large retailing concerns and land hold- 
ing companies as well as chemical 
firms, have been bought by American 
investors. 

But the Australian company with 
the most attraction to overseas in- 
vestors has been, and is likely to re- 
main, Broken Hill Proprietary. This 
is by far the largest Australian cor- 
poration, owning almost 100% of Aus- 
tralia’s pig iron and ingot capacity 
and approximately 85% of its finishing 
capacity. Shares outstanding are over 
64 million, which at the current price 
of about $11 gives the company a 
capitalization of $700 million. This 
makes Broken Hill a very large com- 
pany in any country, and the stock 
enjoys a very wide market, making it 
suitable for overseas investments in all 


*Mr. Henry, a member of the firm of Car! 
Marks & Co., is a guest columnist for Heinz 
H. Biel, who is on vacation. 
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the world’s financial capitals. The 
recently announced 50% stock divi- 
dend will become effective very | 
shortly, and this will tend to increase | 
the already excellent marketability | | 
of the company’s shares. 

The company is the world’s cheap- 
est producer of iron and steel and 
with its rapidly expanding home mar- 
ket and its geographical proximity to 
steel deficient countries in the Pacific 
area, its future seems bright indeed. 
Ample provisions are being made to 
take every advantage of the com- 
pany’s natural possibilities. During 
the last 12 years, approximately $400 
million was spent by Broken Hill on 
capital projects, $275 million of this in 
the last five years and $63 million 
during the fiscal year ended May 
1960. Scheduled capital expenditure 
for the current year is $67.5 million. 

The present price of about $11 gives 
a yield of barely 2% and shows earn- 
ings of 70 cents. However, in view of 
the vast potentialities of the Aus- 
tralian steel industry, I consider the 
stock to be one of the finest growth 
issues anywhere in the world. Pro- 
duction for the current year is esti- 
mated to be over 4 million tons. This 
compares with 3.5 million tons for 
last year, 2.1 million for 1954 and only 
1.2 million in 1949. To give an in- 
dication of the industry’s inherent 
growth possibilities, the authoritative 
Economic Commission for Europe in 
its recent publication, Long Term 
Trends and Problems of the European 
Steel Industry, estimates that Aus- 
tralian crude steel production will 
reach the level of 8.25 million tons 
per year by 1972. And the name 
Broken Hill is synonymous with the 
Australian steel industry. 

The only other Australian company , 
whose stock enjoys sufficient market- 
ability to be traded on a broad basis 
not only in Australia but in London 
and New York as well, is Mount Isa. | 
The company is a producer of lead, | 
zine and silver and produces approxi- | 
mately half of the entire copper pro- 
duction of Australia. The company is | 
one of the great mining properties of 
the world. The ore body appears to 
be almost inexhaustible and, in fact, | 
Prime Minister Menzies has said that | 
the field is rich enough to create a | 
new Australia. This appears to be 
more than a euphonism, as it is esti- | 
mated that once the property attains 
full production, Mount Isa alone could | | 
earn more export income than the en- 
tire Australian wheat industry. 

Incidentally, this is a wonderful 
example of foreign capital and know- 
how cooperating with Australian 
industry. Of the 38-million shares 
outstanding, over 50% are owned by 
American Smelting. 
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new 
savings / investment 
opportunity 


earn Ais. insured to *110,000 





with one-check convenience 


Financial Federation, a group of 11 
California savings and loan associa- 
tions, now makes it possible for you to 
earn a 44% return (current minimum 
annual rate) on as much as $110,000... 


one or more Federation members listed 
below. Up to $10,000 insured with each 
association permits total of $110,000 
insured under one account name. OR, 
make checks payable to associations in 


with the entire amount insured by the 
Federal Savings and Loan Insurance 
Corporation. 


amounts you wish and mail one envelope 
to Financial Federation. Add to or 
withdraw from individual accounts with 
Mail one check directly to Financial convenient flexibility. Funds received 
Federation...funds will be insured with by 10th of any month earn from Ist. 


For more details, write for Financial Federation's Savings /Investment Portfolio. 
g 4 


Atlantic Savings, Los Angeles - Coachella Valley Savings, Palm Springs - Community 4 
Savings, Compton - La Ballona Savings, Culver City - Lassen Savings, Chico + Midvalley () 
Savings, Marysville - Palomar Savings, Escondido + Prudential Savings, San Gabriel - “Sum 
Sequoia Savings, Fresno - Sierra Savings, San Bernardino - Silver Gate Savings, San Diego 7“ 


All above associations are members of the Federal Home Loan Bank System with accounts insured 
by the Federal Savings and Loan Insurance Corporation. 


FINANCIAL FEDERATION, inc. 


5150 WILSHIRE BOULEVARD, DEPT. F-2 »* LOS ANGELES 36, CALIF. 
Assets over $300 Million « Reg. with U.S. Securities and Exchange Commission 





TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The Board of Directors has declared a 
quarterly dividend of 28¢ per share on 
the Common Stock, payable December 
13, 1960, to stockholders of record on 
November 18, 1960. 


J. E. IVINS, Secretary 


DIVIDEND 
NO, 53 














WORLD'S HIGHEST EARNINGS 
A two-pound California fruitcake 


FRE will be sent to you as a free gift 
Gl when you open an insured sav- 
ings account for $1,000 or more. 
This delicious fruitcake is chock-full of 
sun-ripened, sugar-cured fruit and plump, 
flavorful almonds, and comes to you in a 
decorative, re-usable tin cannister. Profit 
twice—in higher earnings, in bonus gifts— 
at World Savings! 
* Dividends compounded quarterly - Resources now over 
$58 million - Each account insured to $10,000 by the Fed- 
eral Savings and Loan insurance Corporation - Air mail 


postage paid both ways - Accounts opened by the 10th earn 
from the 1st - Main effice: Lynwood, California. 


Air mail funds to: Wilshire Office of 
ANO LOAN 


WORLD SAVINGS éss0:\s10n 


1926 Wilshire Bivd., Los Angeles 57-J, California 


FREE BOOKLET! ‘Why Investors Look to California” 











DO YOU 
OWN ANY OF 
THESE STOCKS? 


General T 

& Electronics 
Oliver Corp. 
Hazeltine Corporation 
Pennsylvania R. R. 
Erie R. R. 
Crowell-Collier 
Aluminium Ltd. 
General Motors 


buy them? Check first 
with Babson’s — the 
Country's oldest per- 
sonal investment ad- 
visory service. 


Tennessee Gas Transmission 
Punta Alegre Suger 
New York Central 


Aveo 
Granite City Steel 


our master HOLD or 


pany situations. 

Today's great market 

Fairchild Eng. & A. uncertainty makes this 
Rand 


Industrial Rayen valuable. Check any 7 


General Dynamics 
Standard Oi! of New Jersey 
Columbie Ges 


Radio Corporat y 
Otis Mathienen Chemics! ad today. NO COST 


California Packing OR OBLIGATION. 


BABSON’S REPORTS INCORPORATED 
Dept. F-115 
Wellesley Hills 81, Mass. 


own or are planning 
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THE BUCK INVESTMENT ‘LETTER 
165 West Prospect Ave. 








25% MARGIN! 


For leveraging funds, HIGH-REBOUND con- 
vertible bonds (at 25% margin) are superior to 
common stocks (at 70% margin) & warrants! 
For tactics & Rebound 
——— on all major frowth convertibles, use 

pon below to order Karl N. Kaiser’s latest 
penne “High-Rebound Convertible Bonds.” 


CAPITAL GAINS INSTITUTE, INC. 
Suite 208, 333 S. Beverly Dr., Beverly Hills, Calif. 
I enclose $3; please send manual “High- 
Rebound Convertible Bonds” and FREE 2- 
month trial to follow-up service. 














Are you planning to | 





AT NO COST OR 
OBLIGATION, we'll | 
check your list against | 


REPLACE LIST of | 
more than 1400 com- 


| per share. 


stock check extremely | 
stocks listed here you | 
to buy and mail this | 


Danville, Calif. 


INVESTMENT POINTERS 


by J. DONALD GOODWIN 


Personal Favorites i 


Amonc stocks which I consider at- 
tractive, in addition to the ones men- 
tioned in recent articles, are the fol- 
lowing. 

From September 1954 to January 
1960, Decca Records held in a range 
between 14 and 20. It did nothing for 
five years. During this period, earn- 
ings ranged between $1.81 and $2.84 
In the fourth quarter of 
last year, profits began to improve and 
jumped to $1.10 per share. The stock 
began to move shortly thereafter and, 
as this is written, is around 35, twice 
the price it sold at on the first of the 
year. Its chart pattern continues to 


| look bullish. For the full year, profits 


are expected to reach record levels. 


| Indeed, the company’s president re- 
| cently stated that earnings should be 


about $4.25 a share for 1960, up from 


| $1.81 a share last year. He predicted 


“further improvement” for next year. 


| In this connection, several sources 


IN COMMODITY FUTURES WITH | | 


have indicated earnings of $6 a share 
for 1961. An annual dividend of $1 


| per share has been in effect since 1956. 
| However, in the second quarter this 
| year, it was raised to $1.20. No fur- 
| ther increase is expected this year, 


but according to another recent state- 
ment by the president, chances “look 
good” for an increase next year. Sales 


| have risen from $18.9 million in 1954 
| to an estimated $87 million in 1960. 
| Capitalization consists of $4.3 million 
| in funded debt and only 1,285,701 


shares of common stock. 


The company is 
one of the leading 
manufacturers of 
phonograph rec- 
ords; in addition, 
it owns an 87.6% 
interest in Univer- 
sal Pictures, an 
important pro- 
ducer of motion pictures under the 
trade name, Universal-International. 
Universal produces most of its own 
films. However, it also finances and 
distributes others produced by inde- 
pendent companies. The company’s 
$12-million picture Spartacus opened 
in New York recently and is expected 
“to make substantial contributions to 
earnings over the next several years.” 
This picture is being compared to The 
Ten Commandments and Ben Hur. 
Universal’s film library is also a source 
of large earnings. In this connection, 
I think it also extremely important 
to consider the effects of pay tele- 
vision upon the movie industry if and 
when accepted (I am sure it will be— 
perhaps sooner than we think). A 
recent comment by Bill Perlberg, a 
noted Hollywood producer, sums it 
up very well. “Just imagine,” said he, 
“making a film for $5 million and 
showing it in 10 million homes in one 
night at $1 a home. The revenues we 
can draw staggers the imagination. The 
future looks golden and glorious for 
us.” That the entertainment business 
is uncertain, there is little doubt; 
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INC. 


Report 
for the nine months ended 
September 30, 1960 


Available upon request 


44 Wall Street. 
New York 5, N. Y. 
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K. J. Reynolds 
Tobacco Company 





Makers of 
Came!, Winston, Selem & Cavalier 
cigarettes 


Prince Albert, George Washington 
Carter Hall 


smoking tobacco 











QUARTERLY DIVIDEND 


A quarterly dividend of 65¢ 
per share has been declared 
on the Common Stock of the 
Company, payable December 
$, 1960 to stockholders of rec- 
ord at the close of business 

November 15, 1960. 
WILLIAM R. LYBROOK, 
Secretary 


Winston-Salem, N. C. 
October 13, 1960 


Sixty Consecutive Years of 
Cash Dividend Payments 











COLUMBIA PICTURES 
CORPORATION 


ly The Board of Directors at 
a meeting held today de- 
clared the regular quarterly 
dividend of $1.0634 per share 
on the $4.25 Cumulative 
Preferred Stock of the com- 





New York, October 10, 1960 
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| hence, the stock is quite speculative, 
| and it is only recommended for those 
| readers who are willing to assume the 
| risks involved. 

Garrett Corp. has outperformed the 


general market all year, having risen | 


from a low of 42 to a recent high of 
57. The company designs and develops 
and manufactures integral components 
and component systems for aircraft, 


missiles and space vehicles. Other ac- | 
tivities include the manufacture of | 


turbo chargers and related accessories 
for the Diesel industry; production of 
inflatable survival equipment for air- 
craft and marine operations; the modi- 
fication of aircraft for business and 
private use; the sale of industrial tools 
and supplies; plus representation for 
other manufacturers of aeronautical 
products. For the year ended last 
June 30, the highest level of sales and 
earnings in the company’s history 


were recorded. Sales rose to $223.8 | 
million, a 15% increase over the pre- | 
vious year, while earnings increased | 


to $5.42 per share, vs. $4.48 per share 
the year before. Dividends, which 


are uninterrupted since the company | 
was founded in 1936, totaled $2.20 per | 


share. According to the company’s 
president, “The strong upward trend 


is a direct result of large expenditures | 


for research and development over the 
last several years, and such invest- 
| ments now beginning to pay off should 
contribute to healthier sales and prof- 
its in the coming months.” Capitaliza- 
tion consists of $10 million in 4% 
convertible debentures and 1.1 mil- 
lion shares of common stock. Garrett 
should be one of the best in the field 
of missiles and space. 
E. J. Korvette operates a chain of 
11 discount department stores located 
in New York City and the adjacent 
areas, 
Philadelphia, Pa, New Brunswick 
| and Watchung, NJ. and Hartford, 
Conn. Operations began in a small 
| way in 1948 and have since expanded 


| to a volume of $157.5 million for the | 
year ended last July 31. Earnings dur- | 


ing this period rose from virtually 
nothing to $2.23 a share for the year 
just ended. From 1956 to three or so 
months ago, the stock held a range 
between 21-29. However, in recent 
| months, as a result of improved earn- 
| ings, it has begun to rise, and as this 
written is around 27. No dividend is 
| paid. The stock acts quite well, and 
the chances are good that the move 
recently begun will continue, as the 
| addition of large suburban stores dur- 
| ing the period ahead should add to a 
continuation of earnings growth. I 
believe readers with patience could 





shares of common stock of which 33% 
is privately held. 


Springfield, Harrisburg and | 


do well with this stock. Capitalization | 
is small, consisting of but 1.2 million | 


| LET US 

MAKE YOU A 
BARRON'S 

SUBSCRIBER 


For the Next 17 Weeks For $5 


Here is a way to discover, at low cost, how 
Barron’s National Business and Financial 
Weekly si complete financial and in- 
vestment guidance—the equivalent of nu- 
merous special services that cost much more 
A trial subscription—17 weeks for only $5 
brings you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight 
the investment implications of current politi- 
eal and economic events, and corporate ac- 
tivities . . . the perspective you must have to 
anticipate trends and grasp profitable invest- 
ment opportunities ... the knowledge of un- 
derlying trends, immediate outlook, vital 
news and statistics, which indicate the real 
values of stocks and bonds, real estate, com- 
modities. Compactly edited to conserve your 
time, yet keep you profitably informed 

No other publication is like Barron's. It is 
especially edited for the man who is worth 
over $10,000, or who saves $1,000 or more a 
year, It is the only weekly affiliated with 

w Jones, and has full use of Dow Jones’ 
vast, specialized information in serving you 

Try Barron's and see for yourself how this 
complete weekly financial news service gives 
you money-making, protective information 
you need in managing your business and in- 
vestments wisely, profitably, in the eventful 
weeks ahead. 

em $5 for 17 weeks’ trial; full year’s sub- 
scription only $15. Just send this ad today 
with your check for $5; or tell us to bill you 
Barron’s National Business and Financial 
wan 392 Newbury Street, Boston 15, Mass 


NATION'S 
LARGEST 


FEDERAL SAVINGS 
ASSOCIATION 


pays you Ai on savings 


© 444, current annual rate, dividends paid quar- 
terly © World headquarters for the savings of 
150,000 individuals, corporations and trusts in 50 
states, 6} foreign countries © Same, sound man- 
agement policies since 1925 ® $35,000,000 reserves 
© Resources over $44-billion @ Accounts insured 
by F.S.L.LC. © Funds received by 10th of month, 
earn from ist © We pay postage both ways 


CALIFORNIA FEDERAL SAVINGS 


WORLD HEADQUARTERS FOR SAVINGS 
<3) = FREE! “California Here | Comet” — 





California Federal Saving: & Loan Assn 
Box 54087, Terminal Annex, Los Angeles 54. Cali! 


Please send “California Here | Come!” 
aNd Ca) Fes MAIL-saven: to: 
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CURRENT RATE 
ON. INSURED SAVINGS 


4% 


Earnings paid or compounded quarterly 
Southern California's oldest, 
one of the nation's largest savings 
and loan associations 
ERS SS IE 

In 75 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day. 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received by the tenth of 
any month earn from the first of 
that month. 


Assets Over 160 Million Dollars 


Rest Place To Save Soave 1885 


be ar- 


Convenient postage-free mail service 
— SEND COUPON FOR FULL INFORMATION — 
P.O. Box F-2592, San Diego 12, California 


Name __ 





Address 








| laws and regulations. 





| The Interim Technical Review, 


of current & anticipated 
critical selectivity & 
fessional 


ful s by pro 
Practical investors & traders as a Mhoughtful 





moderate-cost_service (bi-weekly). 
Vivstrated ‘with Point Fi Detaila 








(Pema he Best et 91, a Wall st San 
City 5, N. Y. 
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R. CAMPBELL, Secretary 
One Broadway, New York 4, N. Y. 





TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Aspects of the Silly Season 


| In THe final quarter of the calendar 
| year a strange disease grips stocks 
| and stockholders alike. 
| when the market has on balance de- 
| clined, this affliction, which is known 


During years 


as “tax selling,” tends to produce 


| symptoms of insanity; only the strong- 


est of stocks and the least sophisticated 
of investors manage to escape its 


effects. 


The object of the mad game is to 
“save” taxes within the limits of the 
These stipulate 
that a realized capital loss can be 
booked to offset a capital gain realized 
during the same tax year—for most 
investors this means calendar year-—- 


| so that the tax liability on the gain is 
| eliminated. Compared to the prospects 
of future market action, the resulting 


tax “saving” looks like a genuine 


| bird-in-hand, so the temptation to nail 


down a loss by selling a black-sheep 
stock becomes virtually irresistible. 
But everyone knows that everyone 


| else is doing it; that, therefore, down- 
| trending stocks are temporarily over- 
| depressed; and that a post-tax-selling, 
| year-end rally of some kind is one of 
| the strongest technical probabilities 
| on calendar. So it becomes apparently 
| necessary to switch the proceeds from 
| a tax-loss sale into another commit- 
| ment, 


in order to benefit from tax 
“savings” as well as from probable 


| subsequent price recovery. 


How certain is the tax saving? 
Let’s examine a fairly typical tax 


| switch. Mr. Smith, we shall assume, 
| has realized short-term capital gains 
| totaling $1,000 during 1960. He files 
| a joint return, and his other taxable 


income is between $8,000 and $12,000, 
so he is liable for a tax of 26%, or 


| $260, on the realized gain. Now Mr. 
| Smith holds 100 shares of stock A, 
which cost $50 and is currently sell- 


ing at $40 a share. He sells it at the 
market to establish a capital loss of 
$1,000, so as to wipe out the earlier 


| gain and eliminate the tax liability of 


$260 otherwise payable in 1961. After 
carefully weighing the prospects, Mr. 
Smith reinvests the proceeds from his 
tax-loss sale in 100 shares of stock B, 
priced at 40. His speculation proves 
correct, and in 1961 he sells stock B 


_ at 50. 


If he sells stock B within six months 
of buying it, Mr. Smith becomes liable 
for taxes on this new capital gain of 
$1,000 at the rate applicable to 
ordinary income. Assuming that he 
has remained in the same top tax 
bracket, he will owe Uncle Sam $260 


on the 1961 trans- 
action instead of 
on the 1960 capi- 
tal gain. You can 
see that this 
amounts to a post- 
ponement of taxes, 
not to a_ real 
saving. 

Our Mr. Smith can achieve a gen- 
uine saving only if the tax switch 
produces a long-term capital gain in 
1961 (or in a later year). As such 
it will be subject to a lower effective 
tax rate, in his case to half the 
ordinary-income tax rate, or to 13%. 
This would amount to a real tax sav- 
ing of $130, or a little over 1% points 
per share, or roughly 3% on the $4,000 
he re-invested in stock B—hardly an 
adequate reward for the speculative 
skill necessary to appraise stock B’s 
recovery prospects compared to those 
of stock A and the time involved. 

Apart from other considerations, 
Mr. Smith probably selected stock B 
because it seemed as much a victim 
of tax-selling pressures as stock A, so 
that on purely technical grounds the 
prospects of short-term price recov- 
ery were presumably similar for both 
stocks. If Smith had held stock A, 
instead of switching to stock B, he 
could have counted with some as- 
surance on a one-quarter to one-third 
retracement of the preceding ten- 
point decline—a normal correction of 
an intermediate downtrend. Thus, he 
could probably recoup the $260 tax 
liability for 1960 by selling his 100 
shares of A in early 1961 at, say, 43. 
He could then do his switching at 
greater leisure and under less dis- 
torted market conditions. 

Now let’s take the case of Mr. 
Jones, whose higher taxable income 
(joint return, between $32,000 and 
$36,000) places him in the 50% 
bracket. Like Mr. Smith, he will 
merely postpone the tax liability if he 
substitutes a 1961 short-term capital 
gains of $1,000 for a similar 1960 gain. 
If he can work the switch into a long- 
term (six months-plus) holding, the 
$1,000 gain realized in 1961 would be- 
come taxable to him at 25% (which is 
also the effective top rate for long-term 
capital gains). The result would be a 
real tax saving of $250, about 6% on 
the investment. In higher tax brack- 
ets, the naked arithmetic naturally be- 
comes more advantageous. But, except 
where a stock seems truly hopeless, 


*Mr. Schulz is a partner in Wolfe & Co., 
members of the New York Stock Exchange. 
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WHAT DO YOUR 
SHAREOWNERS 
THINK OF 

YOUR CORPORATE 
MANAGEMENT? 


you get definitive 
answers to questions 
like this through 
Forbes Research & 
Consulting Services 


« Industrial « Consumer - Shareowner 


For further information and brochure write to: 
FORBES MARKETING 
RESEARCH INC. 


A subsidiary of Forbes Inc. 
70 Fifth Ave. « N. Y. 11, N. Y. « OR 5-7500 
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| in a 
| cost of his original long position. Thus, 





even the vupper-bracket investor | 
should keep aware of the technical | 


| recovery probabilities for his current 
| loss position in the post-tax-selling 


phase. (We might add that the tax | 


incentive to establish losses diminishes 
long-term 


radically when realized 
gains are to be offset.) 

There is another aspect of tax-sell- 
ing that a lot of people seem to over- | 
look. I refer to the so-called “wash- | 
sale” provisions of the tax regulations. 
These stipulate that the loss estab- 
lished by a sale of securities is not 
recognized as an offset against realized 
gains if a purchase of substantially 
identical securities takes place within 
30 days before or after the date of | 
the tax-loss sale. As a result, most | 
investors shun such “wash sales” like 
the plague. There is no good reason 
to do so. Here is why: 

Our Mr. Smith, let us assume, has 
sold out his 100 shares of A at 40, | 
early in the silly season. Within 30 


| days the stock drops to, say, 35. 


Smith basically likes the stock, suc- 
cumbs to temptation, and buys it back | 
at this price. Clearly, the transaction | 
places him ahead by $500 in cash; but | 
he has made a “wash sale,” and so | 
the $1,000 less he realized at 40 no 
longer is available to offset realized | 
capital gains. However, he can use | 
the $500 to pay his $260 tax bill, with | 
plenty to spare. Even Mr. Jones in 
his 50% bracket would be ahead. 
Moreover, the $500 profit from the 
“wash sale” receives peculiar treat- 
ment under current regulations. In 
effect, the taxpayer must apply the 
difference between cost and proceeds 
“wash-sale” transaction to the 


in our example, Mr. Smith would re- 
duce the tax-cost basis of his 100 
shares of A from $5,000 to $4,500, and 
the holding period of these shares | 
would be counted from the date of 
the original purchase. Therefore, if | 
he sells the stock at 50 more than six | 
months after the first purchase, he will 
realize a $500 long-term capital gain, 
subject to more favorable tax treat- | 
ment even though it actually resulted | 
from a trade made in less than 30 | 
days. The same thing would be true | 
if Mr. Smith had instead bought a sec- 
ond lot of 100 shares of A at 35 and | 
made a subsequent sale at 40 within 30 
days. (“Wash-sale” limitations ex- | 
tend beyond the year-end.) 

As you can see, the regulations pro- 
vide you with a way of at least tempo- | 
rarily freeing certain short-term trad- | 
ing profits from tax liability and of | 
potentially making them taxable as 
more desirable long-term gains. You 
probably won't believe this, so I sug- | 
gest you go over it with your tax | 
advisor in any case. 





Don’t Guess about the 


... STOCK MARKET 


When to buy & sell is taught by 
original, 28 year old RICHARD 
D. WYCKOFF COURSE. (Not an 
advisery service.) Write for 
brochure F2 


of N.Y. City 


Park Ridae, tl 


farmerty 


40 S. Fairview 








FOR THE 
ASTUTE INVESTOR 


who wants the facts and guidance to help 
assure investment profits in any hind o/ 
market, FINANCIAL WORLD offers the 
experience of 58 years of successful service 
Accept this Special lutroductory 26-W EEK 
Subscription at ONLY $12 and receive 26 
weekly issues of FINANCIAL WORLD, 6 
monthly Supplements of “INDEPENDENT 
APPRAISALS” and ADVICE-by-MAIL 
Privilege. PLUS the annual $5 STOCK 
FACTOGRAPH MANUAL. Write Dept 
FB-i111, FINANCIAL WORLD, 17 Bar- 
tery Place, New York 4, N. Y. 
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NYSE SERVICE 
on 500 Stocks 














NOW IN ITS 13th YEAR 

A complete Point and Figure Service for the 
trader and investor; a weekly report on the 
buy and sell points and price objectives on 
aed stocks traded on the New York Stock 

des price changes for the main- 
taining “of Seon Also features a Stock of the 
Week plus ten other point-ond-figure charts in 
eoch issue. 
6 weeks subscription plus : 7 $10.00 

Write to Dept. 


CHARTCRAFT, INC. 


(A Division of Business Reports) 
1 West Avenue, Larchmont, N. Y. 


For ONLY $6.00 A YEAR 

















The Mutual Fund Reporter 


ori All Mutual Fund Sales, Purchases & Holdings. Same 

ti fer $30-$65 a yeor! 
Since we cover only Mutual Funds we can include 
this as a regular feature! Fund activities are guided 
by the world’s most experienced Bankers & Advisors 
and their activities often foreshadow market changes 
ALS), reports on all Funds, Articles, the how-and 
why of mutual investing. /ssued monthly 

IN NOVEMBER ISSUE 
CONTRACTUAL PLANS AND ESTATE PLANNING 

Send check to; The Muteal Fund Reporter, Box 
134, Fair Haven, New Jersey. 
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Miniature, All-Purpose CALCULATOR 


pletely portable. - 
the-spot calculati _ sly — 
anteed. Write for 


fun CURTA 


14435 Cobesset St. Van Meys, Colif. 
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Sag FUND, INC. 


LIN) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 


Dept. B 








& 10 Light Street Baltimore 2, Md. 
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CARBON COMPANY 


One-Hundred and Fifty-Sixth 
Consecutive Quarterly Dividend 


A quarterly dividend of 60 cents per 
share on the Capital Stock of the 
Company will be paid December 9, 
1960 to stockholders of record at the 
close of business November 15, 1960. 


RODNEY A. COVER 
Vice-President—Finance 








For The Growth Minded Investor 


Electrical Equipment Shares 
Of GROUP SECURITIES, INC. 


Mail this advertisement. 
Name 





Addeeas: 


DISTRIBUTORS GROUP, INC. 
80 Pine Street, New York 5, N. Y. 
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| THE FUNDS 


| Sales Ethics: 


THE MAN WHO CAME 
TO DINNER 


Untm their distinguished guest got 
up to speak, the National Association 
| of Investment Companies’ 20th anni- 
| versary dinner in New York last 
| month had been genial indeed. But 
| once on his feet, G. Keith Funston, 
president of the New York Stock Ex- 
change, wasted few words on post- 
prandial courtesies. Instead, he chose 
| to drop a bomb. The explosive sub- 
| ject of his speech: unethical, or at 
| least questionable, selling tactics in 
| the securities industry. 
| By “securities,” there was no mis- 
| taking which kind he meant. After 
| praising, at length, the high standards 
| most securities dealers enforced 
| (members of his own Big Board, for 
| example), Funston blasted the pres- 
| ence of part-time salesmen in the 
mutual fund business. “We don’t be- 
lieve that the public can be adequately 
advised . . . by someone who devotes 
only a small share of his business 
| day to the complex problems of se- 
curities investment,” said he. 
While Funston lectured on, George 
| K. Whitney, new president of the 
| NAIC, got more and more sober-faced. 
| Other souls in the Crystal Room of 
| the Savoy Hilton also kept up ap- 
pearances as Funston rubbed away at 
| an old industry sore spot. “I need 
| hardly remind you,” said he, “of the 
damage which even a few well-pub- 
licized instances [of questionable tac- 
| tics] can cause.” He then proceeded 
to publicize a few. 

Item: A New Jersey postman who 
also sells mutual funds tried to per- 
suade a 63-year-old mechanic to in- 
vest his $5,000 savings in a ten-year, 
front-end load contractual plan. 

| Funston asked for either the elimi- 
| nation of part-time fund salesmen or 
more care in selecting them. 

Pre-Thrust Parry. Such, however, is 
life in an age of advanced public 

| relations technology, that the mutual 
| fund industry had already begun to 
parry Funston before he lunged. Ad- 
vance copies of his speech had been 
widely circulated. Thus, earlier that 
| day, Dorsey Richardson, president of 
| the One William Street Fund, denied 
| that the NAIC as such had any formal 
| responsibilities for the selling prac- 
| tices of fund distributors. “This is an 
| association composed of investment 
; companies as such,” snapped he. “It 
is a purely voluntary association and 
| has no policing powers of any kind.” 
Strictly speaking, Richardson was 


right. But times had changed since 
the NAIC was formed in 1940 as the 
spokesman for the entire investment 
company industry. 

Now selling some $2 billion in 
new shares every year, the funds are 
big business and everything they do 
affects the entire securities business. 
Yet apart from cooperating with others 
who enforce selling codes, the NAIC 
has never concerned itself with such 
crucial matters. 

Very next day after Keith Funston’s 
speech, reporters bluntly cross-exam- 
ined new NAIC President George K. 
Whitney on what he proposed to do 
about Funston’s suggestions. “We're 
examining the situation,” said he. 


Portfolios: 


RIDING THE RUSH 


Wuen gold stocks rushed higher in 
world financial centers last month— 
pushed by rumors, quickly and flatly 
denied, that the official U.S. price of 
gold might be raised—one investment 
company led all the rest in profiting 
on the move. It was American-Sowth 
African Investment Co. Ltd., a U.S.- 
managed trust based on Johannesburg, 
whose shares are traded on the New 
York Stock Exchange. 

As recently as last July, ASA had 
been trading below $20 per share, a 
30% discount on its net asset value 
and lower than it had ever been since 
the trust was formed in 1958. But 
with a whopping 95% of its total assets 
of some $40 million invested in gold 
mines, ASA was up 35% in a few 
months (to $27) as the rumors flew of 
possible increase in the price of gold. 
Which certainly qualified ASA as the 
most volatile of investment companies. 
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LURIE 


(CONTINUED FROM PAGE 40) 


at a substantial competitive disad- 


vantage because of delayed delivery 
of jets, it today has a competitive ad- 
vantage with the largest jet fleet in 
operation. With its normal share of 


the market having been regained, THIS ISSUE 
fourth-quarter revenues and earnings 

should both be well above the year Volume 86, Number 9 

earlier period, which means that 1960 

earnings potential is in the area of 

$2.75-$3 per share. In 1961, a sub- INDEX OF FEATURES 
stantial increase in earnings is in- Readers Say . 

dicated. For one thing, the recent Trends & Tangents s 
increase in jet coach fares should pro- — Merket Outtoek toueey . Forbes), .. 
duce at least $1 per share of addi- u . 
tional earning power. Secondly, jet Market Comment @.. 0. Hooper) 


a ; Stock Analysis (George J. Henry) . 
training costs are trending downward Investment Pointers U. Donald Goodwin) 


and the company’s competitive ad- Technical Perspective “ohn W. Schulz) 
vantage should mean additional traffic. = oa 
Thirdly, the proposed merger with ’ 
Capital should add at least $1.25 
per share to earnings based on INDEX BY COMPANIES 
1959 figures, upgrading of Capital’s 
service and elimination of competitive 
routes. BUSINESS NEWS 
Deere & Co., a major farm imple- pa B. - E " A ny Corp ey! —_ 
‘ . ‘ j ero nera 3 Lil od nv re 
ment maker, is illustrative of the American Machine & Foundry Christiana Securities Kennecott ‘copper 
j j j erican- rican ° innea| is- ine 
thoughts given in point 3, namely that investment Co. ....... Consolidation Coal” Monsanto Chemical 
there is no particular unanimity to Creole Petroleum Monterey Oil .... 
corporate life cycles or corporate mar- Pa - BEET. pa —— ; Phelps Dodge 
ket cycles. Witness the fact that this | Anaconda Copper ..... Eastern Air Lines . Rhodesian Selection Trust 
, : Anglo-American Corp. of General Tire . Sears, Roebuck .. 
year’s showing has been adversely frica ..... Humble Oi! . 19 Spalding ......... 
taltinced net oy Se best vente tet re =~} ~\uauhessonoel iat —— fo 3 —= 
ortage an weather— 
being industry-wide problems—but the 
special charges incident to the intro- TA COMPARISON 
duction of a new tractor line. With — — 
much of the equipment purchased Deep Discount Bonds ... Oil Merger Candidates 16 ee ee in Chemical 
after World War II now obsolete and 
with farm income rising and dealer 
inventories low, Deere will end fiscal , 
1960 on a much brighter note than it CORSETS COMMENTS 
i : 8 Hill P tary .... Ford ... 43 Mount M 
hegin Ravedags Ser Gis Racal Yoor) greet ceri ies iat Fiat ae 
just ended will be around $2.50 per ny . val Coneral Raltway Signal “3 pone Peetoum : 
share Pes compared with $7.23 per ey ~<a interstate | Department Stores 43. Michela ON 
share in the previous year. A marked De Rene: mactee 42 United Air Lines 
improvement is likely in the coming P 
fiscal year, probably approaching 1958 
fiscal year results of $6.06 per share. 
As this column goes to press, we 
are witnessing what probably will be 


one of the most important of all the | NEXT ISSUE: 


domestic postwar developments. I Armstrong Without Cork—Technology has transformed Armstrong Cork Co., 
refer to the apparent collapse of the | the U.S.’ biggest floor covering producer, boosting its margins and widening 
General Electric strike in strong | its sights. For a survey of Armstrong’s radically changed position in the 
“back to work” movements. The sig- | building materials industry, see Forses next issue. 

nificance of this development is not | Forses, 70 Fifth Avenue, New York 11, N.Y. F-1209 
that labor is losing its innings in a | Smml| Please send me Fonses for the period checked: 

typical labor-management squabble. || (1 Year $7.50 0 2 Years $12 0 3 Years $15 
Rather, labor itself is apparently oe || {) Enclosed is remittance of $... (] 1 will pay when billed 
belling against an abuse of union | 

power. This may spell the end of the 
whole postwar cycle of labor’s abuse | 
of power. It could be handwriting on 
the wall that the unions will have to 
accommodate themselves to manage- 
ment, rather than vice versa as has | é, rs 
heretofore been the case. Single issue b6c Pan American and Foreign $4 a year additional. 
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ON THE 


THOUGHTS BUSINESS OF LIFE 


Justice is as strictly due between 
neighbor nations as between neigh- 
bor citizens. —BENJAMIN FRANKLIN. 


When a man’s knowledge is not in 
order, the more of it he has the 
greater will be his confusion. 

—HERBERT SPENCER. 


The truest mark of being born with 
great qualities, is being born without 
envy. —La ROcHEFOUCAULD. 


If I had only one sermon to preach 
it would be a sermon against pride. 
—-Gitpert K. CueEsTerTon. 


Thinking is the talking of the soul 
with itself. —PLaTo. 


A time filled with varied and inter- 
esting experiences seems short in 
passing, but long as we look back. On 
the other hand, a track of time empty 
of experience seems long in passing, 
but in retrospect short. 

—WILLIAM JAMES. 


There is something among men 
more capable of shaking despotic 
power than lightning, whirlwind, or 
earthquake; that is the threatened in- 
dignation of the whole civilized world. 

—DanieL WEBSTER. 


He who has not the spirit of his 
age has all the misery of it. 
—VOLTAIRE. 


Schools need not preach political 
doctrine to defend democracy. If they 
shape men capable of critical thought 
and trained in social attitudes, that 
is all that is necessary. 

—ALBERT EINSTEIN. 


A right judgment draws us a profit 
from all things we see. 
—SHAKESPEARE. 


If it was wise, manly, and patriotic 
for us to establish a free government, 
it is equally wise to attend to the 
necessary means of its preservation. 

—JAMES MONROE. 


The public seldom forgive twice. 
—JOHANN Kaspar LAvATER. 


There is always the miracle of the 
by-products. . .. From the fireplace, at 
the end of a November afternoon, the 
ashes are carried to the feet of the lilac 
bush, guaranteeing the excellence of a 
June morning. —E. B. Wurre. 
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To do good is noble; to teach others 
to do good is nobler; and no trouble. 
—Markx Twain. 





B. C. FORBES: 


In a large organization there 
was one youngish man whose 
extraordinary industry, unusual 
common sense, unfailing atten- 
tiveness and long hours won the 
admiration of his boss and led to 
rapid promotion. At an early 
age, this young man found him- 
self earning a very generous 
salary and was _ frequently 
pointed to as a real comer. How- 
ever, success went to the young 
man’s head. He began to take 
time off to spend his big salary, 
some of it unwisely. His indus- 
triousness dwindled. Not once, 
but several times, he was not ac- 
tively on the job when the boss 
sent for him. One of the young 
man’s subordinates meanwhile 
had been following his footsteps. 
He wasn’t as able, but he applied 
his whole mind to his job and 
worked long hours every day. 
The boss discovered that when 
he couldn’t reach the bright 
young man he could always 
reach his subordinate and that 
the latter could be depended 
upon to carry out instructions. 
Now, whenever the boss has 
anything special needing atten- 
tion, he turns to the assistant 
and, inevitably, it won’t be long 
before he will take his superior’s 
place. Moral: It is not enough to 
reach a responsible position; a 
responsible position must be 
filled in a responsible way—-or 
vacated. 











When prosperity comes, do not use 
all of it. —Conrucius. 


You must have long-range goals to 
keep you from being frustrated by 
short-range failures. 

—Cnartes C. Noste. 


A man with a surplus can control 
circumstances, but a man without a 
surplus is controlled by them, and 
often he has no opportunity to exer- 
cise judgment. —Harvey FIresTone. 


One pound of learning requires ten 
pounds of common sense to apply it. 
—PERSIAN PROVERB. 


Humanity to me is not a mob. A 
mob is a degeneration of humanity. 
A mob is humanity going the wrong 
way. —Frank Lioyp Wricnr. 


I am not young enough to know 
everything. —JamES M. Barrie 


A person who doubts himself is like 
a man who would enlist in the ranks 
of his enemies and bear arms against 
himself. He makes his failure certain 
by himself being the first person to be 
convinced of it. —-ALEXANDER Dumas. 


The dissemination of information is 
one of the cornerstones of modern 
civilization. —Joun F. Bunn. 


I have heard people say “If I only 
had this or that, I could be happy.” 
But those who search for happiness 
will never find it, because happiness 
is not a goal, it is a by-product. The 
way to happiness is not from without 
but from within. 

—Rassi Irvine J. Brock. 


We are all manufacturers—making 
good, making trouble or making ex- 
cuses. —H. V. Apo. 


I look on that man as happy. who, 
when there is question of success, 
looks into his work for a reply. 

—RaLPH WaLpo EMERSON. 


The fact is, nothing comes; at least, 
nothing good. All has to be fetched. 
—CnHarLes Buxton. 


Life is for everybody, just as sun- 
shine is for everybody. To assert that 
you live your own life is like assert- 
ing that the sun sends out special 
rays for your own private benefit. 

—Franc-Nonair. 


If you get to the end of your rope, 
tie a knot in it, and hang on. 
—Doveitas Mack. 





More than 3,000 selected “Thoughts” 
available in a 554-page book. Regu- 
| lar edition, $5. 








A Text... 


Sent in by Frank A. Adams, 
Brookline, Mass. What's your fa- 
vorite text? A Forbes book is pre- 
sented to senders of texts od 


Wherefor, my beloved brethren, let every 
man be swift to hear, slow to speak, slow 
to wrath: for the wrath of man worketh 
not the righteousness of God. 


—James I: 19-20 
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Of Moose And Men... 


The search for oil sometimes makes 
strange companions. On Alaska’s 
Kenai Peninsula—oilmen and moose. 
When Richfield and Standard of 
California began joint development 
of oil production in the heart of the 
Kenai Moose Range, some wildlife 
conservationists had their doubts. 
What would happen to the moose? 

The answer is... the moose herd is 
thriving. Through close association 
with the United States Department 
of the Interior, oilmen learned that 
dense spruce thickets limit the 
growth of “secondary” vegetation, 


and multiple land use 


prime food source for the moose. 
Whenever drilling operations require 
clearing of these thickets, the moose 
will enjoy a food supply more 
plentiful than ever before. 

Wells are widely spaced. And to 
preserve the rugged beauty of this 
vast wilderness, derricks are removed 
as soon as wells are completed. 

Thus, oil development in our 49th 
State has helped the Kenai moose 
population —a fine example of wise 
multiple use of Government-owned 
lands. It is sound conservation of two 
great natural resources. 


THE FAR WEST —l/and of dynamic 
industrial and population growth— 
where Richfield vision and research 
produce a wide variety of 
years-ahead petroleum products. 


RICHFIELD 


OlL CORPORATION 
LOS ANGELES, CALIFORNIA 
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To executives of the 3,642 companies 
who will build new offices in 1961 


Naturally, you'll want an efficient, well-planned office. The sands of dollars. If this service is of interest to you, contact 
best way to insure this is to call in a GF Survey Team AT your nearest GF branch or dealer, or write The General 
THE TIME You Hire Your Arcuirtect. GF office planning Fireproofing Company, Dept. G-25, Youngstown 1, Ohio. 
specialists will survey your operation, study your work-flow, 


interview personnel, and recommend furniture duty-matched (Cy ENERat 


to each individual job. By planning ahead, you eliminate 
J de es g y mum BUSINESS FURNITURE suum 


guesswork, avoid last-minute headaches, frequently save thou- 
IREPROOFING 


Visit us at the OEMI BUSINESS EQUIPMENT EXPOSITION - Los Ange les Sports Arena « November ]-4 
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